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24th January 1925. 

Lahore. 


Present : 

Sir Charles Todhunteb, K.C.S.I., I.C.S., President. 

Sir Bijay Chand MaHTab, G.C.T.E., K.C.S.I., Maharajadhiraja 

Bahadur of Burdwan, 

Sir Percy Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jogendra Singh. 

. Dr. R. P, Paranjpye. 

Dr. L. K. Hyder, M.L.A. 

Hr. W* P. SANGSTER, C.I.E., Chief Engineer, Irrigation 
Works, Punjab, was examined. 


Written memorandum of Mr. 8angster. 

’•Chief Engineer, Irrigation Works, Punjab, desires to deal with questions* 
Nos. 13, 15 and 16 only. 

Q . 13 .—In the case of a Government commercial or semi-commercial under¬ 
taking, the endeavour should be to secure “(6) a commercial return.’* 

To secure a commercial return cannot be described as taxation any more than 
the charges made by a private undertaking can be so‘described. 

In effect if Government does not secure a commercial return on an under¬ 
taking of this kind, it would result in the imposition of additional taxation on 
those persons who do not benefit by the particular undertaking. Government 
has to secure certain funds in order to carry on the administration in the best 
interests of the people, and if Government supplies any commodity to a particular 
community or class of the population, and does not charge the commercial value 
of the commodity, there will be a loss of revenue which must be made up partly 
at the expense of that part of the population that does not use the particular 
commodity supplied by Government. 

For instance, if Government forgoes 10 lakhs of the annual commercial value 
of a commodity that it supplies to 40 per cent of the population. Government 
must impose 10 lakhs of additional taxation, 60 per cent of which will be borne 
by that part of the population that does not use the commodity referred to. 

So that Government in securing a commercial return on a commodity which 
it supplies, not only does not thereby impose taxation but would have to impose 
unfair taxation if it did not secure the commercial return. The element of 
taxation would appear if a monopoly profit were secured. It might be argued 
that no one is bound to use a commodity supplied by Government and, therefore, 
if they pay the price demanded by Government, they do so voluntarily and are- 
not being taxed. 

But this argument might be applied to any form of indirect taxation. Np 
one need use tobacco for instance; but it could scarcely be argued that the excise 
or import duty on tobacco is not an indirect tax. 

So if Government charges more for a commodity which it supplies and the 
supply of which it controls than what will yield a fair commercial return, the 
element of indirect taxation appears. To secure a monopoly profii would there¬ 
fore amount to taxation. 

Q. 15 .—The question of the principle* on which water rates are fixed is fully 
replied to by paragraph (1) of Irrigation letter No. 0166-R.I., dated TOth July 
1SKS4 (copy attached). If it is agreed that the commercial value of water supplied 
for irrigation should be secured, it can be said safely that the present pitch, 
of the water rates in the Punjab is inadequate. 

* For the Questionnaire and Annexurea, see Vol. III.^-Evidence. 
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(а) In the Punjab the ratio of water rates to crop value varies at present 
between 1/11 and 1/20 according to crop. In America the ratio is 1/5 to 1/6 
and in Egypt 1/7. 

Private canal owners in the Shahpur district of the Punjab take 1/4, although 
the canals are ill regulated inundation canals, and the supply precarious. 

Unless it can be shown that the rates charged in America and Egypt are 
grossly excessive, which there is no reason to suppose to be the case, it is clear 
that the Punjab rates are pitched much too low and do not yield to Government 
a fair snare of the profits made from irrigated lands. 

(б) It has been calculated that an acre of canal irrigated wheat yields Rs. 10 
more profit to the cultivator than an acre of well irrigated wheat. It cannot be 
contended that well irrigation in reasonably favourable conditions does not pay 
the cultivator ; if so, it is clear that Government is not getting a fair share 
of the profits on canal irrigated lands with the present rates. 

( c) Cases are on record where cultivators have expressed willingness to pay 
rates greatly in excess of those charged for canal water, in order to get tube well 
irrigation. 

This again shows that the commercial value of canal water is not secured by 
Government. 

( d ) When cultivators obtain extra water by illegal means such as cutting distri¬ 
butary banks, or interfering with outlets, their crops can be assessed at double 
the usual rate. Experience shows that this penalty is not deterrent to obtaining 
illegal supplies of water and is a measure of the value attached to canal irriga¬ 
tion. 

It is very difficult to say definitely whether present charges are adequate or 
not, assuming that these charges should be pitched so as to give a commercial 
return to Government, because a “ commercial return ** has not been defined. 

It is calculated that the net receipts from present water rates (gross receipts 
less working expenses) will yield a return of 10 2 per cent on the capital 
invested on the productive works in the province. 

If unproductive works, some of which are working at a loss, were included, 
the net return would be smaller. Interest on capital has to be paid from these 
net receipts and the balance is all that is left as a return to Government. 

In view of the fact that no part of the receipts is put aside for depreciation 
or as a reserve for renewals and for the financing of unremunerative scheme* 
which Government may decide to take up in the future, it is clear that the net 
receipts do not amount to a commercial return. It is clear from question No. 13 
that a bare return on the capital invested is not held to be a commercial return. 
No private firm would dream of distributing as dividends the small margin of 
profit Remaining after interest is paid from tne 10*2 per cent yielded by present 
water rates; such a firm would place the margin to reserve and would require & 
higher return in order to make the undertaking really profitable. Judged in this 
way it can safely be said that existing water rates are inadequate. 

The remarks above on question No. 13 and first part of question No. 15, if 
accepted, point to the conclusion that “ (2) tp charge a fair commercial profit 4 * is 
the best plan. If so, (1) does not arise. 

(3) If irrigation is to te carried on as a commercial undertaking, as it should 
be, it would be quite wrong to lump together land revenue and water rates* 
Water rates are charged in return for the supply of a commodity, namely water, 
and it ought to be possible to judge from the returns from water rates alone, 
whether an irrigation scheme is paying or not. To merge water rates and land 
revenue would make it almost impossible to form any just estimate of the 
soundness Of an irrigation scheme or the adequacy of the portion of the 'land 
revenue considered to be the charge for water. After all, land revenue is a tax 
pure, and simple, while waiter rates are a charge for a commodity supplied. A tax 
should not be mixed up with a commercial charge for a commodity supplied.' 

(4) Paragraph.(ii) 2 of Irrigation Branch letter No. 0166-R.I., dated l'Oth July 
1924 (copy attached), explains the difficulties in introducing a general system at 
-charging for water by volume. 

The principal argument advanced in favour of the volumetric system of charg¬ 
ing for water is that it will enable Government to dispense with the greater 
V*rt of the revenue staff now employed in measuring and recording the areas 
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irrigated, which would result in economy and free the cultivators from tarastfueat 
’fey that staff, which they now complain of, jufctly or .unjustly. 

This argument is unsound. If volumetric supplies were universal it would not 
result in so great a reduction in staff as is imagined, because the staff of 
gauge readers would have to be greatly increased. 

Apart from this, however, it would still be necessary to maintain an accurate 
record of areas irrigated. 

Under the present system cultivators get as nearly as possible a fixed supply 
of water calculated to suffice for the irrigation of a fixed proportion of their 
holding of land. If it is seen that the area irrigated oh a particular outlet is 
continuously and greatly in excess of the fixed permissible area, attention is at 
once directed to the outlet which may be found for one reason or another to be 
'discharging more than it was designed to do. In the absence of records of areas 
irrigated, outlets discharging excessive supplies would not be readily discovered 
and remedied. No doubt this difficulty will tend to disappear as accurate 
modular outlets come into use universally. But there is another point. It has 
been found possible during the last 20 years, as economy in the use of water 
has progressed, to gradually reduce supplies and so obtain water for extension 
'of irrigation. This is specially the case on new canals as they develop. The 
absence of detailed records of areas of irrigation would make it very difficult 
for Government to take advantage of economy in the use of water by extending 
the blessings of irrigation. It should be remembered in this connection that the 
supply in four out of the five rivers of the Punjab is completely withdrawn for 
irrigation^ in winter, and in the case of the fifth river the same condition will 
•soon obtain. Clearly then, extensions of irrigation will only be possible by using 
the available water more economically. 

Another point against volumetric supplies is that under the present system 
the more the water is spread out the more does Government share in the. 
resulting prosperity. This would not be the case if water were charged for by 
volume. 

(5) It may be said briefly in reply to this proposal that the Punjab village 
communities are not sufficiently well organised at present to make such a 
system a success. The most probable result would be that the well-to-do would 
get the bulk of the water supply and the badly-off would get a meagre and insuffi¬ 
cient supply at irregular intervals which would not suit their cj’op. 

*Q. 15 ( Supplementary ).—Water rates are not fixed for the terms of settler 
ments and it would not be practicable to do so. Each canal serves two or more 
districts which have varying terms of settlements commencing at different 
dates. 

If rates were fixed for terms of settlements, the rates would vary on different 
parts of the same canal system and even on different parts of individual channels. 
This would not only be inequitable but would connect water rates with land 
revenue in a manner inconsistent with the view that water rates are charged for 
•the supply of a commodity supplied on commercial lines. 

Water rates are liable to variation at any time by, order of the Government. 
In practice alterations, except in very minor details, take place very barely. 

The Punjab Government have no information regarding the proposal of the 
United Provinces Irrigation Kates Committee referred to. The proposal does 
-not seem to be a suitable one. Variations in rates every five years would not be 
acceptable to cultivators. Further, as water rates in the Punjab are considered 
to be inadequate in so far as they do not give a commercial return to Government, 
it follows that there would never, so long a8 rates are as low as they now are,' 
be any occasion to reduce them beoause of a drop in prices. A marked rise in 
prices would be a good reason for increasing rates on the general principle that 
^Government is entitled to a share in the produce resulting from the application 
of canal water to land and could only get this share by increasing water rates. 

Q. 16 .—If Government is entitled to impose the tax known as land revenue, 
which is based, in effect, on the value of the land, Governpient is certainly 
•entitled to take its share of any increase in value which may result from tfi© 
introduction of a supply of water. 

The proportion of the increase which should be taken and the method of 
taking it are matters for land revenue experts. 

Q s 16 (Supplementary ).—Chief Engineer has no information &8 to the details of 
this proposal, and he understands it baa not got past the stage of a suggestion. 

* The reference is to a Supplementary Questionnaire sent to the Punjab Government. 

A 2 
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Copy of a letter No. 0166-P.T., dated Simla, the 10th July 192%, from the Chief 
Engineer, Irrigation Works , Punjab , to the Secretary to Government , Punjab r 
Finance Department. 

Committee or Inquiry into Indian Taxation. 

With reference to your letter No. 15839-B., dated the 14th June 1924, I have* 
the honour to state that the only points concerning this Department in the 
annexure to Government of India, Finance Department, letter No. 1299-F., dated 
20th May 1924, received with your letter under reference are those dealing: 
with water rates as specified on page 6 in paragraph 2. 

(i) Principles on which water rate is levied. 

The principles on which water rates are levied have never been clearly 
defined. The Northern India Canal and Drainage Act (Act No. VIII of 1873)r- 
on the authority of which water rates or occupier's rates are levied does not 
lay down any principles on which to determine the pitch thereof. The principles 
which have guided Government in levying water rates are :— 

(a) That the rates levied should be sufficient to repay the interest on the 
capital expenditure incurred in constructing irrigation works and the cost of 
maintaining those works. 

(b) That Government as the owner of the water is also entitled to a share 
of the increased production of the land due to the application of water to it. 

It might and has been argued that Government is entitled to take in the 
jhape of water rates the total difference between the value of the produce of 
irrigated and ur^rrigated land. There are, however, many other considerations 
which have -weighed with Government in determining the pitch of water rates 
and no attempt to take the total difference in value referred to above has ever 
been made. Revenue credited to the canal system from irrigated lands is- 
assessed partly as water rates (occupier's rates), and partly as enhanced land 
revenue (the difference between wet and dry rates fixed at settlement) on account 
of the fact that the land receives the advantage of irrigation. The total amount 
so assessed falls, far short of the value of the increased productiveness of land 
due to irrigation. 

The water rates or occupier’s rates abovementioned are levied separately 
in the Punjab Mid credited as direct receipts to the canal system. They are not 
consolidated witn the land revenue assessment. The occupier’s rate varies with 
the kind of crop irrigated, because some crops use much more water than others^ 
and because some return a much larger margin of profit to the cultivator than, 
others. , 

(ii) Volumetric Assessment. 

The system of volumetric assessment has been introduced in the Punjab in' 
the case of five estates on the Lower Bari Doab Canal and two estates on the- 
Lower Chenab Canal. 

In the case of the Lower Bari Doab Canal one of the five estates has reverted 
to acreage assessment, while the volumetric system is still in force on the other- 
four. On tho Lower Chenab Canal the system has been abandoned on one estate, 
as the land which was on lease to a single tenant is now to be sold by Govern¬ 
ment. 

2. It has only been found possible so far to introduce the volumetric system 
of assessment on large estates, the property of a single owner, and no satisfactory 
method of supplying water on this system to small cultivators or village has so far 
been devised. An endeavour has been made to charge rates for volumetric 
supplies which would bring in about the same revenue to Government as for* 
acreage assessment. The conclusion to be derived from the experience gained 
so far is that volumetric rates have been pitched rather low. 

If it is agreed that volumetric rates should be so pitched as to bring in the 
same revenue as in the case of acreage assessment, it follows that the only 
financial benefit that Government can obtain is by the reduction of the revenue 
staff now employed in recording the area of crops irrigated. 

The area of land to which water is supplied on a volumetric basis is too small' 
to make it possible to effect any appreciable reduction in the revenue staff and' 
hence no conclusion on the financial aspects of the volumetric system of assess* 
ment can be formed at presents 

(iii) Statistics. 

A statement giving the desired statistics in the form prescribed accompanies 
this letter. 

Figures for each canal system for the years 1921-22 and 1922-23 are supplied.- 
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Mr. 8angiter gave oral exMance at follows 

The President . Q. —Before we actually go into the details, will you please 
explain to us some of the terms used in this connection? Will you please explain* 
what is meant by “ duty ” ? 

A .—In designing our canals we start by saying that we will give water at 
the rate of one cusec at the distributary head for 80 acres or more of summer* 
crop. The duty in the rabi will be twice that. One cusec will irrigate twice 
as large an area in winter as in summer, so that it means 240 acres or more for 
a cusec for the whole year. That is the basfis on which we design our canals- 

Sir Percy Thompson. Q. —What is a cusec? 

A .—One cubic foot of water per second is a cusec. 

Q .—That is enough to irrigate 80 acres in one harvest and 160 in another? 

A .—Yes, approximately. 

<2-—Would the 160 include the 80 or is it different? 

A. —There will be some overlapping, as double cropping occurs. But in- 
practice out of a thousand acres we only give enough water for 750 acres of high* 
colony “ Bar ” land during the year, and out of that area of 750 acres we say 
that one-third will be irrigated in the hharif and two-thirds in the rabi. 

Q .—And 250 will lie fallow? 

A. —Yes. That is, 750 will be lying fallow in the summer and 500 in the 
winter. 

Dr. Hyder. Q. —So, one cubic foot of water per second irrigates 80 acres in 
kharif and 160 acres in rabi ? 

A. —Yes. But various crops require varying number of waterings. For 
instance, sugar-cane requires perhaps 15 waterings, rice perhaps 20 waterings in 
about three months. The quantity of water required varies tremendously and' 
roughly according to that we also vary the water rate. 

The President. Q .—The canal discharges the water for how long? 

A. —Throughout the year, except during the time when repairs are being- 
executed. We close the canals periodically. But generally they will be flowing: 
day and night. 

Q. —In inundation canals it is different? 

A. —Yes, they only flow for about four months in the year. 

Q. —Is there any difference between kharif and rc5i? Is it easier to give- 
water in one season rather than in the other? 

A. —There is more water available in the kharif , and in the rabi it is very 
strictly limited. For instance, we have five big canals taking out of two rivers, 
and as there is not enough water for all we have a programme of rotation. We- 
have periods of 12 days each, and one canal may run for perhaps only one period 
out of two, or for three periods out of five. Then the branches have to be run 
in rotation among themselves. If a big canal runs for 24 days out of 36, a branch 
may be run for only 18 or 20 days out of 36. 

Q .—We come to the fields. How r many squares have you to an outlet? 

A. —The average size of the outlet is 2 cubic feet a second, i.e 2 cusecs, anch 
the area is 700 acres approximately, that is, about 28 or 30 squares. 

Q. —And the owners of those squares have to settle rotation among themselves? 

A .—Yes. 

Q .—You can reduce the water that is taken to gallons? 

A. —Yes. But we would get such large figures that we prefer to work in 
cusec-days. One cusec flowing for 24 hours will be one cusec-day. 

Q ,—What relation has the number of cubic feet you allow for a square to 
the crop ? 

A .—One watering means a depth of 3 to 5 inches in the field. You give- 
that depth of water at one time. Then you give another watering a week or* 
more later. Sugar-cane will require watering once a week like that. We take 
the average into account. 240 acres per cusec measured at distributary head for 
the whole year is our average. But with that he cannot grow sugar-cane in aiF 
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hi* fields. He will have to grow some crops like gram, etc., which require only 
two or three waterings. 

Sir Percy .Thompson. Q. —In the beginning of the year he knows how much 
he is going to get and he has to plan out accordingly? 

A.—Ym* 

Q. —If you are going to give him a certain quantity of water 
in the course of the year, why not let him just grow what crops he likes with¬ 
out charging differently? He only gets the same amount of water and why not 
charge him for that amount? I do not see why you should have differential 
rates as long as he gets the same quantity of water. 

A. —-Well, in certain areas we are doing that. We are having a volumetric 
rate and we are charging so much per cusec-day independently of what he growsi 
But our difficulty is to fix the rate. 

Dr. Hydcr. Q .—In reply to question 13, you* say *' In the case of a Govern¬ 
ment commercial or somi-commercial undertaking, the endeavour should be to> 
secure a commercial return *\ But if I may refer you back to what you have been 
saying now, it seems that you want to get out of the man as much as you possibly 
can. 

A. —That is a commercial return in a way. I suppose a commercial firm takes- 
as nyich as it can. -In fact, there is no definition of 14 commercial return ** any¬ 
where. It is not easy to say exactly what is meant by the term “ commercial 
return.” 

Q. —You think there is no element of monopoly profit, and therefore no taxa¬ 
tion? 

A .—No. We try to get what is really a fair commercial profit. That is, we- 
must get enough not only to pay for the interest on the capital and for main¬ 
tenance and repairs, but we must take enough on the whole system of canals in 
the whole province to pay for some canals which are run at a loss. Some canals 
make a high* profit and others run at a loss. But we must get a reasonable or 
a fair commercial return on the system as a whole. Otherwise we will not be- 
able to undertake any scheme in the future unless it is able to pay the interest, 
maintenance charges, etc. Therefore, we must have a sufficient margin on the- 
successful canals to provide for those which will be less successful. 

Q .—-Will you please explain what is your system of water rates and why it 
in that the volumetric system is not practicable? 

A. —From the Government point of view, volumetric assessment is not flexible. 
The province depends very much on water rates for general revenues. But it 
would not be profitable for Government to have fixed returns. It is better for 
Government to have a fluctuating system and so share in the general prosperity. 

Q. —I think you have fluctuating rates applied field to field? 

A .—For different crops we have different rates. For wheat, for instance, it 
is Rs. 5, cotton Es. 6, gram Rs. 3 an acre and so on. 

Q. —Your canal jiatwari goes to every field and finds what the crop is growing?' 

A. —Yes. 

Q. —The Committee appointed by the United Provinces Government proposed 
that the canal rates should be based on prices. 

A. —Roughly our rates also are based on prices. You find that the crops which* 
require more water are also more valuable crops. For instance, our highest 
charge is for sugar-cane. The next is for rice which is another very valuable- 
crop. 

Q •—You vary the rates yearly or after a fixed period? 

A .—The rates which were existing till last year were fixed some 25 years ago 
and they had never been changed. They were changed only last year. Those* 
were fixed when the canals had been started. So that we do not change these 
tates very often. 

Q. —Surely that is not basing your rates on prices. 

A. —They were originally fixed on the quantity of water required by each 
particular kind of crop, and that generally happens to correspond with the 
prices, so that you can base your system on either. 
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Q .—What is your view of the objection raised by the Members of the Punjab 
Council that the Government was not justified in raising these rates because the 
taxpayer is already paying the interest on the amount raised for the purpose of 
tionstructing these canals? 

A. —There is no force'in that argument because they had not taken this fact 
into consideration, viz., that we may have in future to undertake some less profits 
able schemes, and as we try to keep the rates uniform we would not be able to 
fix for any new schemes any higher rates than those in vogue on other canals. 

Then you would have a different set of rates for the canals that are not 
profitable ? 

A. —We try to have a uniform rate all over the province. There may bo 
slight variations. 

Q .—The Irrigation Commission recommended a system of selling water By 
quantity. Technically do you find any difficulty in the system of modules? 

A. —No. We have now reached the stage when we have a module which is suit¬ 
able for supplying water by a volumetric system. There are two systems a® 
•described in detail in paras. 274 to 278 of the Indian Irrigation Commission 
Report of 1901*03. There is the meter system and tire module system. In the 
■meter system you have an arrangement similar to that of a town-supply water-pipe. 
You turn it on when you want water and close it when you do not want it. .But 
on irrigation canals we must have what is called the module system, under which 
the person has to take the water when we give it to him. He cannot say, “ I do 
not want it now.” 

<2.—Why should you insist that lie must take the water when you choose to 
give it? 

A. —Because we cannot turn it on and off as you do with water in pipes. We 
have sometimes to lead water for 200 miles from the river down to the field, and 
it takes b or 7 days for it to travel the 200 miles. Then if the man says, “ I do 
not want the water now,” it will take another 6 or 7 days for the water to be 
turned off. 

Q. —Notice of these times are given to agriculturists? 

A. —Yes. 

Q. —How long? 

A. —Iii the rabi season we tell them at the end of September what the pro¬ 
gramme of running will be, say, up to Xmas, and in December what the pro¬ 
gramme will be after Xmas for the rest of the cold weather season. We send 
round printed notices. It is a programme of rotational running. 

Q. —On account of this difficulty the system of giving water by quantity is 
not possible? 

A. —Yes : the meter system is not possible but the module system is possible 
We do charge by quantity. We say that a man must pay so much for so much 
water. Qf course he is never content with what he is given, and he always wants 
more. 

Dr. Paranj'pye. Q .—What do you think of the proposal fb combine all the 
charges including land revenue, water rates, etc., in one lump sum and demand? 

A. —I think the water rates should be kept distinct from the land revenue 
nates because we have to design our future canals on the experience of the pre¬ 
sent ones as to what the possible return will be. In making new canal projects, 
we have to work out what will be the probable return on direct receipts, ijt. t 
water rates alone. You can say the water rates will be so much, but you oannot 
foretell what the land revenue will be on the new waste lands which are going 
to be irrigated. It would depend on the kind of soil and on the crops. 

Dr. Hyder. Q. —What are the owners’ rates, what is the exact difference 
between the owners* rates and the occupiers’ rates ? 

A. —The owners’ rate is abolished, and it is no longer levied anywhere. We 
have a different rate called “water-advantage” rate. 

Q. —I suppose the principle underlying the supply of water is that the man 
is better off by this supply, and therefore the State is entitled to a share. Is 
ihat the principle? 

A. —Yes. 
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The Hon’ble Sardar Jogendra Singh, y.—You talk of the commercial return. 
<Can you please define it? 

A. —No, I cannot. 

Q .—You put a certain limit on it? 

A .—No, I would not. 

think the most important calculation in this is what is the return re¬ 
quired on your capital which should be charged as water rates. You in your 
answers give no definition whatsoever and do not put any limit. What is the 
-commercial return which you want to secure? 

A.— You can say the minimum must be the interest on the capital and it must 
-pay also for the maintenance charges and repairs, etc., hut a certain margin is 
-needed over and above that. 

Q. —Take it as a proportion, what should be the determining factor on the 
-capital as a whole? Let me put it in another way, suppose you call banking a 
-commercial undertaking, what do you think the profits should be on the shares? 

A. —I am afraid I cannot answer a question like that. 

Q. —Then how do you say the Irrigation Department would not be prepared 
to lay down any rule as to the commercial return. We want to know, you being 
the monopolist, in selling the monopoly are you going to be governed by any 
•ethical limits, and if so, what those limits should be? 

A .—The limit varies in different tracts. If you take the Western Jumna Canal 
tract, you cannot raise the water rate indefinitely. If you raise it too high, 
the people would not take water because they can afford to grow their crops 
on rain without canal water. Your limit depends on the competition, whereas 
in other tracts where there is no competition your charges must depend on what 
the cultivators could pay. 

Q .—Your reason is one canal pays and the other does not pay at all. Taking 
. all these factors, could you put any limit taking into account the ability 
<of the cultivators? That is to say, we'can assess up to a certain limit. In 
-determining this what, in your opinion, should be the guiding principle? 

A. —Well, you ought to take something less than the maximum amount that 
you could take. 

Q. —There may be one canal which pays and the other which does not pay. 
A square is not the average holding in tne Punjab, and in the congested districts 
•the holding may be even one acre. Even then the water rate is going to be 
the same? 

A .—You mean to say that we ought to differentiate the rates. 

Q. —Yes, we would like to be guided by you on what principle the water 
rates should be considered. 

A.—The water rates should be the same all over, and if any variation must 
/be made, it should be made in the land revenue. 

Q .—What should be the return on the captial? 

A .—Something like 10 or 12 per cent. 

Q, —Will you say 10 or 12 per cent definitely? 

A. —No, you cannot say it definitely. 

Q. —Then it may be the policy of the Irrigation Department to take as much 
as it can. Is it not the position ? 

The President. Q. —I understand what Mr. Sangster proposes is to pool the 
whole undertaking and get as a commercial return not on any individual under¬ 
taking, but on the whole undertaking. Am I interpreting you right? 

A. —Yes, quite so. 

Dr. Hyder. Q .—Can you if you include even the officials in the expenses 
of a canal department? 

A .—Yes, the cost of maintenance includes that also. 

The Bon'hie Sardar Jogendra Singh. Q .—You say if you get 10 per cent 
in return you will be satisfied ? 

A. —The return should be more than 10 per cent, because out of it you hav^ 
-to pay your interest and other charges, and if your interest charges are more 
-than 6 or 6i per cent you would not have much margin left to pay for other 
-schemes which may only pay 3 or 4 per cent or perhaps less. 



10 


Q .—la it fair to think of the future schemes in charging on one scheme? 

A. —Yes, we must. In the Punjab we have taken the easy schemes firsts 
and we take up afterwards the difficult schemes. 

Q .—Even on difficult schemes if you get a return of 10 per cent., your- 
will be satisfied? 

A. —Yes. 

Q. —You would not make a difference in charging assessment on smaller 
holdings and larger holdings separately. You will have uniform rates? 

A. —Yes, we must have uniform canal rates; if any difference is to be made- 
it should be made in land revenue rates. We have also considered the pro¬ 
portion of water rate to the value of the crop. 

Q. —Have you tried to work out the produce from an acre? 

A.— Yes. 

Q. —I mean the gross produce from an irrigated area? 

A. —Well, taking average rates I have here a statement which I prepared' 
for a debate which we had in the local Legislative Council. The figures are 
taken from the season and crop reports. The outturn of rice is 1,700 pounds 
per acre, and the value is Rs. 86 per acre. 

Wheat, the outturn is 1,200 lbs. per acre and the value is Rs. 66 per acre. 

Sugar-cane, outturn 1,800 lbs. and value Rs. 161. 

Q. —Could you put down this as the standard? What would be the cost 
of production in getting this Rs. 66 for wheat an acre ? 

A. —That I cannot say. The averages are taken from a return. Rs. 66 is only 
a poor average. We ought to take into account some tracts which get very 
much larger outturns also. 

Q. —Can you say the entire cost of production? 

A. —No, I cannot. 

Q. —What is the ratio by which land revenue is charged? What is the rental 
value of each kind of land ? 

A .—I cannot say. 

Q. —Then in fixing the assessment, you won’t take into consideration the- 
available surplus ? 

A. —Iso. What we have to consider is the relation between the water-rate 
and the value of the crop. For instance, we know that in Egypt they take 
one-seventh, in America one-fifth, but in the Punjab we take only cne-fifteenth 
to one-twentieth. 

The President. Q. —I take it that is the proportion of the gross only? 

A.—i'es. 

The Hon'ble Sardar Jogendra Singh .—You cannot compare the two things. 
That is my point? 

The President. Q. —Are they gross or net? 

A .—They are gross. I simply took the figures out of a text-book. There* 
is a particular sentence in that book which says that irrigation rates in America 
are one-fifth to one-sixth of the value of tne crop, in Egypt they are one- 
seventh, and in India one-tenth or one-eleventh. In reality in the Punjab we~ 
take only one-fifteenth to one-twentieth. 

The Hon'ble Sardar Jogendra Singh. Q. —You said in your answer to- 
Dr. Hyder that water rates are different from the land revenue. Have you 
got any remedy in stopping this double taxation, charging double for the same- 
thing?" 

A .—Water rate is a charge for a commodity supplied and not a tax. Land’ 
revenue is a tax for quite a different thing. So both should be kept separate^ 
[ don’t call that a double charge. 

Q.— Have you got any remedy to suggest by putting on a consolidated charge?" 

A.—I do not think there is any necessity for that. A water rate is quite' 
different and is charged on lands which get water, whereas land revenue is- 
charged on ail lands which grow crops, whether with water or not. 
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Q .—There is a double tax that comes in, the land is twice taxed by water 
Tate and the increased land tax in addition? 

A. —No, I do not think so. 

Q .—In your report last year you compared the value of the produce from, 
one acre of land and showed that it has decreased last year. I think from. 
65 to 48 or so. Why is it so? 

A. —I do not unuerstand exactly from where you have taken this. 

Q .—Don’t you think the volumetric supply of water is more scientific? 

A. —What do you mean by scientific? 

Q .—I mean you have a certain quantity of water which you sell for a certain: 
sum of money. If there is a general rule that so much water will cost so 
much money? 

A. —You cannot stop the supply of water when a man does not want it. 

Q .—Speaking from a practical point of view you never supply it when he 
does not want it. It is only when he needs the water. If you think it more 
scientific in other countries as you have quoted in Egypt, why should not the- 
department encourage the system of giving water by volume ? 

A.— -We have not discouraged the system. We have attempted to charge 
exactly the equivalent of what an acreage rate would bring in. We have not- 
yet succeeded. It all depends upon how the water is used. One landowner uses 
the water economically and another wastes it. 

Q .—For general purposes you would extend the system by volume? 

4.—Yes, we do not discourage it. 

Q .—The reason is that you get more profit by volume? 

A. —No. There are some disadvantages also in volumetric assessment. The- 
rate fixed per unit of volume is important in the Punjab, because the Govern¬ 
ment depends so much on the water rates for its general revenues that it would 
stand to lose if it charged too low a volumetric rate. Government shares the 
extra profit from a good cultivator, as the more he spreads out the water the- 
more revenue comes in. When more comes in to the cultivator, the Government 
also gets a small share out of it, and it thus gets more than it would from a 
fixed volumetric rate. 

Dr. Hyder. Q. —Because the people are able to get more, so the Government is> 
entitled to get more. Is that right? 

A. —Yes. 

Dr. Paranjfye. Q .—You spoke about the commercial return and you said 
that you consider that this commercial return must be calculated on the whole- 
system of canals and not on one single canal, would you be prepared to extend 
that principle to the whole country? 

A. —No. I would not go beyond one province, because the conditions varv 
in each province. The rainfall conditions and the river supplies, etc., are much 
the same in the Punjab canal tracts, but they are not so in other parts of 
India. In other provinces mey have storage reservoirs, but in the Punjab we. 
have none. 

Q .—How would you arrange the rates to get a commercial return all over 
India? / 

A. —The Government of India in the pre-reform days considered that point. 
It is not feasible now when all the provinces are more or less autonomous. 

Q .—Theoretically speaking your proposal, if accepted, can be extended as a. 
whole ? 

A. —To some extent it was done before the reforms. The Government of 
India sanctioned all schemes of irrigation, and before they sanctioned them 
they probably considered the profits of a scheme from an all-India point of view. 
Thev considered whether a certain scheme should be sanctioned or not, and 
would be profitable on an all-India basis or not. 

Q .—Can you tell me something about the discussion that took place recently 
in your Legislative Council ? You perhaps intended to increase the water 
rates ? 

A. —The Government proposed to increase the rates. The majority of the 
Council was against it, and they carried the resolution.* The majority were* 
.zamindars. 
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Q. —What action has been taken by Government on it? 

A. —The resolution has not been accepted by the Governor. The new rates 
•stand. But there was a slight reduction made from the original schedule and 
an entirely revised schedule was made. 

Q. —We now come back to the question of charging at different rates on 
-different crops. Supposing you tell the cultivator that he is likely to get 
for his fields so much water on such and such dates and leave the cultivator 
to grow the crop according to his enterprise, and do not bother’ about what crop 
he grows on it. Do you think there is any practical objection to that scheme? 

A. —No, that is the practice at present I think. 

Q. —No : you charge for different crops at different rates. You need not 
trouble yourself with what crops he is going to grow, whether it is wheat or 
sugar-cane, or something else? 

A .—There is no objection. That is what we call the volumetric system. 

Q .—Would it not simplify your scheme? 

A. —Not so much; we may have fewer patwaris , but we would require more 
gauge readers. 

Q .—Why do you require more gauge readers? Will this system make any 
difference for administrative purposes ? 

A.— I do not think it will make so much difference. You will require more 
gauge readers; you will have to record the amount of water taken by each 
-outlet, which means a larger staff. 

Q .—I put it to you like this. You tell a man that he is getting such an 
•amount of water. Government decides what is the utmost profit that a man 
can make on a field, well, on that the Government- charges, say, 50 per cent, and 
then after having settled that rate, Government should not bother about it. 
It is for the Agricultural Department to advise as to the best possible use of 
the water that is given to a cultivator? 

A .—There is no objection, but the only drawback is that the Government 
will get a fixed amount of revenue every year and would not share any extra' 
profits from bumper crops helped by rain. 

Q. —No : this profit may vary every year. The Agricultural Department will 
tell you that. So it is on that you can fix your rate. 

A. —So you will vary the volumetric rate? 

Q. —It will vary of course. 

A .—I do not think it is feasible to vary it frequently. 

Q. —Say once in ten years? 

^4.—That is quite feasible. At present according to our acreage assessment, 
i>ur income varies according to acreage matured. 

Q. —Is it not the interest of the Government to see that the water and land 
should be utilised in the best possible way? 

A. —Certainly. It is to the interest of the cultivator as well as of tha Govern¬ 
ment to see that they should be utilised as well as possible. We should see 
also that the water is spread out as much as possible. 

The President. —I understand that Dr. Paranjpye’s question is only about 
the guaranteed area. 

Dr. Paranjpye. —Yes. 

The Witness. —Yes, v*e would give enough water for that invariably, but 
under this system we would get a fixed return and would not share any extra 
profits from irrigated areas extended by the help of rain. 

The President. Q, —Even at present you would get a fixed return? 

A. —No. With an acreage assessment we get a varying return. 

Q .—Should not people use water as economically as possible, and get as 
much as they can from the lands? They should not waste the water, is it pot? 

A. —Yes, some people use water economically but some don’t. 

Q -—Some people grow cotton one year and grow gram another year, what 
-will you do then? 
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A. —The year he grows cotton he would pay more to us, and in the year 
he grows gram, according to the acreage rate, he would pay less, but according, 
to the volumetric system he would pay the same. Under the acreage system 
if a man grows cotton, the Government would score. 

Dr. Hyder. Q .—The man also would score, why should he not grow the same- 
thing every year ? 

A.—Well, it depends upon the price of the cotton. The amount of- cotton 
growing has been much more than it was. It all depends upon the price 
at the time of sowing when they cannot know what the future price will be. 

Dr. paranjpye. Q. —I have not been able to get clear about this needless 
complication of charging according to the crop. As regards the ethical standard, 
do you tnink half the’net increased return is a fair profit to Government. That 
would include half of the land revenue and half of the irrigation revenue? 
What I would say is this. Take the ordinary land not provided with water, 
and take the land provided with water, and find out the net profit and charge- 
half of the difference. Well, that would be a fair standard to charge, would 
it not? 

A. —Yes, it would, but it would be very much more than what we are 
charging now. 

Sir Percy Thompson. Q .—If you assume that the Government is not entitled 
to take 50 per cent of it, is the total water rate collected less than 50 per cent 
all over the province? 

A. —Yes. If you take more in water rates you take less in land revenue. 
If you take less in the one, you take more in the other. That will be true so 
long as Ihe enhanced land revenue, plus the water rate, does not exceed 50 per 
cent of the enhanced produce 

Q. —Is that really the principle on which the Government are acting? 

A. —Yes. 

Q .—You say that in America the ratio of water rates to crop value is one-fifth 
to one-sixth and in Egypt one-seventh, and you also say that in the case of some 
private canal owners they take one-fourtli. Is it not because that they have not 
got any other source of income that they take one-fourth ? You take one-fifteenth 
or one-twentieth because you get the balance in other forms ; but the private 
speculator can only take it in one. 

A.—We do not know really how much they take as land revenue in America 
and Egypt. They take a fifth to a seventh on the value of the crop as water 
rate, but we do not know what else they take. We take a fifteenth to a 
twentieth, but we take land revenue besides. 

Q .—Now assuming that the land before irrigation is worth Rs. 100, and that 
after it is irrigated it is worth Rs. 300. The view is that the Government is 
entitled to take half of that difference. That is, after irrigation it can take 
half of 200, or 100 more ? 

A. —Not half of the difference, but half of the net profits or assets. 

Q. —Now then, we suppose that the actual water rate charged on that land 
is Rs. 40. Do you take that 40 out of the 200, or out of the 100? Do you say 
that the State is entitled to 100—40 or 60 as water rate? 

A.—No : the difference is 300—100, i.e., 200. 

—The 200 is after he paid the water rate? 

A. —The principle is that the Government takes half of the pure profit. 

Q. —Then I think the man has a real grievance. If you take on the whole 
half of the difference then it is quite fair. But if you first take a high water 
rate and then take half of increased production, then I think he has a real 
grievance against the water rate. 

A.—The principle of taking half of the net assets is for fixing the land 
revenue only and not water rate. 

Q.— To the extent that the increase is covered by the water rate you take 
the whole increase? 

A.—You take the whole increase from the water rate for the purpose of 
fixing land revenue. 

Q. —Suppose the land was originally worth Rs. 100, and after irrigation it is- 
worth Rs. 300, *\e., without payung the water rate. Suppose the water rate is. 
Rs. 40. You are going to say that the increase is from Ks. 100 to Rs. 260, that 
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is, Rs. 160, and you take half of it, i.e., Rs. 80 by way of land revenue in 
addition to Rs. 40 which is by way of water rate. So that for that land he has 
paid Rs. 120 for an increase of Rs. 200. He has paid more than half. 

A. —All the same his profit is Rs. 160 and we would be taking only half of it. 

Q .—The question is whether you are going to take half of the increase, t.e., 
the difference between the dry and the wet land. If you take half of the total 
difference, it seems to me that nobody can object to the amount of your water 
rate, that is, as long as the total of your water rate plus land revenue does 
hot exceed one-half of the total increase. 

A. —The principle is that you should take 50 per ceut of the net profit 
and not 50 per cent of the increase. That is, the Government is entitled to 
that, though in actual practice it takes much less. 

Q .—Here is an act performed by the Irrigation Department which increases 
the value of the land and the tenant does not get half of that increase if he 
pays his share towards your improvement. Whereas in the one system the 
fixing of water rate is very important for him, in the other case it is a matter 
of indifference to him. 

A. —On the other hand you must charge a certain amount of water rate. 
You have to make your system paying. Otherwise people in tracts where there 
is no irrigation at all will have to pay for the loss. 

Q. —I entirely agree. But the 50 per cent the Government is going to take 
in addition to the water rate is more than a commercial profit. 

A. —The man gets 50 per cent after paying the water rate. 

Dr. TJyder. Q .-~Then you have no case for increasing the water rates. 

A .—You can raise your water rate until the man says that he cannot pay. 

The Maharajadhiraja Bahadur of Burdwan . ().—Do I understand then that 

after you have taken your commercial profit, or the duty which you settle in 
the shape of water rate, any decrease in the land revenue is given after taking 
the 50 per cent? 

A. —The decrease, if any, is given at the time of the land settlement. 

Q .—If the water rate gives the Government a clear 50 per cent, then is 
the decrease given because it i^more than 50 per cent? 

A .—I do not say water rate gives a clear 50 per cent. The water rate is 
trifle compared with the value of the crop. 

Q .—In answer to a question put by Sardar Jogendra Singh you said that 
certain canals give a return of 45 per cent. 

A.—That includes indirect returns and we do not take them into consideration 
when we are getting at the correct profit. We take into account only the profit 
out of the water rates. 

Q. —What will happen under your pooling system to this particular canal 
which gives a return of 40 to 45 per cent ? 

A. —It will come down to 12 or 15 as compared with 40 or 45. 

Q .—Suppose there is one channel and the Government is running it at a 
loss, and there is another area where the Government gets some profit. Then 
in which case would you raise the rate? 

A. —We make the rate to be the same on both canals. 

Q. —Suppose your existing rate is Re. 1 per acre and you now raise it to 
Rs. 2. Would not the assessment be rather heavy on the portion where you have 
already got high rates? 

A. —No. He would be paying the same rate per acre as every one else. 

Q ,—You have just now mentioned that there was a debate in the Punjab 
Legislative Council, and that although the resolution was carried, because it 
was carried by the land owning class, the Government brushed aside the resolu¬ 
tion and have kept up the increased rates with certain modifications. 

A. —It was not because it was carried by a certain class that the Government 
did not accept the resolution. The Government had to balance its budget. No 
doubt it was in the interests of the members of the Punjab Legislative Council, 
the majority of whom are agriculturist zamindars, to pass such & rescJution. 
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Q, —Is there not the general feeling in your province against the raising of 
ithe water rates ? Does not that resolution, in fact, indicate that there is such 
m feeling? Because your zamindars are practically small proprietors and are 
^different from the zamindars in Madras or in Bengal? Again, when your 
water rate is uniform; I think it is the saifle both in the colonised areas and 
-other areas. Your irrigation canals supply water also to lands outside the 
-colony ? 

A. —Yes. Previously we charged 8 annas extra to the people whose land 
is outside the colony area. 

Q. —Suppose you are to co back to the old system and say that a particular 
canal lias been constructed by the Government with the intention of irrigating 
lands in the colony area, and since it passes through the tracts outside that area 
•the Government is perfectly justified in charging the latter at a different rate! 

A. —We were charging an extra fee of 8 annas to the old villagers. 

Q. —When you had this differential rate, was it unpopular? 

A. —No, not a bit. 

Q. —That being so, don’t you think that instead of your pooling svstem if 
you were to charge those for whom the canal is not intended at a higher rate, 
you can get a higher profit? 

A, —The present system is not unpopular among the general cultivators, but 
.among the agitators. 

The Hon'Me Sardar Jogendra Singh. Q. —Are not agriculturists in the 
majority here ? 

A. —Yes : agriculture is the chief industry. But the cultivators were pot 
ceally concerned about this. 

Thje President. Q. —What you did was to make the rates uniform ? 

A. — Very nearly uniform. 

(J.—Your attempt was to make the rates uniform and to see that each man 
should pay for what lie gets and not take advantage of any advantageous 
jposition that nature has given him? 

A. —Yes. 

Q. —You are not a land revenue expert? 

A.—No. 

Q. —Is the land revenue assessment fixed in the canal colonies? 

A. —No. 

Q. —All assessments are fluctuating? 

4.—Yes. 

Q. —I understand that land revenue is defined as a nominal rate. 

A.—Yes. 

Q .—The land revenue is not assessed on half the net profit? 

A. —No. It is comparatively a trifle. 

Q. —We referred you' to the system which prevails in South India. There 
is no system here at all like that? Your land revenue bears no relation to the 
profit on the wet crop? 

A .—I cannot say. 

Q. —In working out of the profit on the canals, you do not reckon the indirect 
traffic which comes from railways and so forth? 

.4.—No. 

Q. —How do you calculate the share of the land revenue in respect of the 
canals ? 

A .—The difference between the land revenue paid before the canal came 
into existence, and what is being paid afterwards is calculated. That is the 
enhanced land revenue. From that is deducted the cost of civil administration 
and the balance is credited to canals. 
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Q .—I understand* that the difference between your system as it is, and the- 
volumetric system is that when on account of a special advantage there is a- 
special crop, you get a share of it? 

A.—Yes. 

Q .—You could not make volumetric system compulsory under the law? 

A. —I am not sure if you could not. I do not think there is anything against 
it. 

Q.~?~As it is, if a man chooses to leave the land fallow, you cannot compel? 
him to cultivate it? 

A. —We cannot charge him unless he takes the water. 

Q .—You have a lot of water-logging ? 

A. —Yes, a certain amount. 

—A man can grow a wet crop on his land without actually taking tlier 
water because of the percolation from the adjoining fields? 

A. —Not by percolation alone, but by flood water, rain water, etc., he cam 
do so. 

Q .—A man can pump up water from the water logged areas ? 

A. —Yes, he can and we cannot charge him anything. 

Q. —You have taken no power to charge, him? 

A. —No. 

The Hon'blt Sardar Jogendra Singh . Q .—In increasing the water rate, did 
you prepare any statistics showing the surplus? Did you get out any figures to- 
show what is the proportion of land revenue and water rate? 

A. —We worked out the ratio of water rate to crop value and we saw that- 
it varied between 1/11 and 1/20 according to crop. 

Q .—You don’t consider the question of wages in fixing the water-rates? Yoik 
do not take into consideration the question of small holdings in the matter of 
imposing water-rates. You put all on the same rate? 

A. —Exactly the same rate. We don’t make any difference. 

Q .—You oppose the consolidated rate because it is inelastic? 

A.—Yes. 

Q. —That is to say, Government can expect more revenue if it keeps the- 
present system ? 

A. —Yes. 

Q. —Have you got any recommendation to make to the Committee to lay 
down any canon of water rates? 

A. —I am afraid I cannot do that. I do not think you can improve on the 
present system. That is my opinion. Our present system of an acreage rate 
ia quite good. 

Q .—That is not the feeling of the general .public in the Punjab? 

A. —If you ask my opinion, I would say you cannot improve on the present 
system. 

Q .—Do you mean to say that the representatives of the people should have- 
no hand in determining this taxation? 

A. —As a matter of fact, Government recently did try to hear the repre¬ 
sentatives of the people. To a certain extent the Punjab Government changed" 
its original schedule and issued another schedule in October reducing the rates 
to some extent, cancelling the schedule which was issued only in April. 

The President. Q.--You would treat the undertaking as a whole. Yom 
will make the rates uniform and vary the rate according to the crop, once in* 
te$ years, as you said to Dr. Paranjpye. Is that correct? 

A.—Yes. 
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Mr. D. MILNE, B.Sc., I.A.S., Director of Agriculture, Punjab, 

was next examined. 


Written memorandum of Mr. Milne- 

Q. 1 .—As regards the adequacy of the crop statistics, I would strongly 
Recommend that the Inland Trade returns be restarted with all speed. They 
provided for many crops a valuable means of checking the estimates of production. 
Taken together with statistics of areas and yields of crops they gave an indica¬ 
tion of food supplies in the country which is essential when food grains have 
to be controlled as was the case with wheat here during the Great War. These- 
Inland Trade returns are also essential for the study of the economic progress 
of India, in short they are, in my opinion, indispensable to good government. 

As Director of Agriculture, Punjab, the only agricultural statistical matter 
which I publish is the forecast of crops. Other statistical matter relating to 
agriculture is published by the Director of Land Records, Punjab. In the 
Punjab, forecasts are issued for wheat, cotton, rabi oil-seeds (rape seed sarshaf, 
toria and taramira), linseed, til (sesamum) indigo and sugar-cane. The procedure 
for preparing and issuing crop forecasts is laid down in Standing Order No. 38 
issued by the Financial Commissioners, Punjab and the Manual of Crop Forecasts 
published by the Government of India, 

In November last a Committee composed of— 

Mr. II. Calvert, C.I.E., I.C.S., Registrar, Co-operative Societies, Punjab, 
(Convener), 

Mr. H. K. Trevaskis, O.B.E., I.C.S., Director of L#md Records, Punjab, 

Mr. Owen Roberts of Messrs. Clements, Robson and Company, 

Mr. W. H. Myles, Professor of Economics, Punjab University, 

Mr. C. C. Garbett, C.M.G., C.I.E., I.C.S,, Senior Secretary to the 
Financial Commissioners, Punjab, 

and myself, was appointed by the Financial Commissioners to consider the suit¬ 
ability of the present system of forecasts and of reporting prices. 

The subject is being considered under the following heads :— 

(1) Area 

(2) Outturn 

(3) Prices 

(4) Form of forecasts 

(5) Number of forecasts 

(6) The system of co-ordination of commercial intelligence adopted by 

the Punjab Government, 

The Committee’s report will be put before the Financial Commissioners for 
their consideration and I expect, it will be available very soon. 

2. I may however make a few remarks here. Regarding area this is satis¬ 
factory as is shown by the fact that the estimates agree fairly well with the 
actual area ascertained at girdawari (crop inspection). 

Re Outturn. The basis of the figures is the anticipations of not very skilled 
officials (Tahsil Kanungos) at Tahsil headquarters who are not in close touch 
with actual cultivators and various steps are proposed to improve this. Here 
I may say that in my opinion the crop cutting experiments, that is to say, 
harvesting of experimental areas under proper supervision, are essential for the 
proper check of estimates of yields, but owing to want of staff to carry out 
the work we conduct far too few of these experiments to be of real use for this 
purpose. In this matter I agree with Resolution* No. 10 of the Board of 


* Page 50 of the printed proceedings of the Board of Agriculture. 

B 
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Agriculture passed at its meeting at Bangalore in January 1924 which reads 

in the opinion of the Board of, Agriculture the first step in any attempt to 
improve statistics should be to appoint a Statistical Assistant under each 
Director of Agriculture with an adequate staff for carrying out of crop cutting 
experiments on a limited scale with the object of determining how such experi¬ 
ments can best be conducted for the province generally. The organisation 
subsequently required could then be determined I consider it of the utmost 
importance to India that this resolution of the Board of Agriculture be given 
effect to as early as possible. 

3. In connection with statistics for the purpose of estimation of the wealth 
of the country I would draw your attention to the enquiries conducted under the 
Standing Board of Economic Inquiry, Punjab, (Rural section} and I strongly 
recommend that such enquiries should be carried out elsewhere. The 1924 
questionnaire of the rural section of this Board indicates the nature of these 
enquiries. 

Q. 15 .—I do not think tlie charge made by Government for irrigation water is 
excessive. Farmers who have to raise their irrigation water from the sub-soil 
have to incur very much more expenditure for irrigating a crop. 

Regarding the plans suggested or adopted elsewhere, I think that as the 
‘Canals are constructed at the expense of the general tax-payer, the general tax¬ 
payer is entitled to a fair share of the economic value of the water supplied. 

As regards charging for irrigation water by volume this matter was discussed 
at a meeting of the Provincial Board of Agriculture, Punjab, on 1st August 
1924. Relevant extracts of the proceedings are attached. It will be seen from, 
these that thi*» system is being given a trial in the Punjab but it is still in the 
experimental stage. 

I do not think that selling water by auction to the highest bidder is desirable 
in the general interest. 

Q. 16 .—If the land has been brought under irrigation at the expense of the 
State, the State is entitled to a portion of the unearned increment in the value 
of land. 

I am not prepared to suggest a proportion which the State should take. I 
would prefer the betterment tax to a lump sum. 

Q. 23.—Yes. ' 

Q. 2 If .—I would agree to the tax on entertainments or on railway tickets. 

Q. 100 -—It is extremely difficult for a taxing officer to ascertain whether an 
agriculturist's income exceeds a certain figure or not. Exemptions from payment 
of land revenue below a certain limit would induce fractionisation. 

’ * 

Owing to unavoidable circumstances, I have had practically no time to look 
into this questionnaire but if the Committee desire information on any particular 
point, data of which I am able to supply, I will be glad to do so. 


Extract from the 2 >roceedings of the 2nd Meeting of the Provincial Board of 
Agriculture held at Lahore on 1st August 192£. 

Progress Report on Sale of Canal Water by volume. 

The following notes on the subject had been circulated :— 

(1) Punjab Irrigation Paper No. 27 (Further Notes for the sale of water 

for irrigation at volumetric rates). 

(2) Note dated 23rd March 1924 by Mr. W. Roberts, Managing Director 

British Cotton Growing Association, Khanewal. 

(3) Chief Engineer, Irrigation Works Punjab's letter No. 1972, dated 3rd 

April 1924. 

(4) Note dated 14th April 1924 bv Col. E. H Cole of Colevana Estate 

(Okara). 
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Mr. Sangster stated that the system of sale of canal water by volume is on 
<he increase but is only practicable in the case of big land owners as one full 
outlet is the smallest unit on which it can be introduced. It cannot be given 
to a zamindar who has only a share in an outlet but he said that under standing 
orders no application for sale of water by volume was to be refused. 

Sir Mthdi Shah said that zamindars like the system but did not get the 
.amount of water for which they were charged owing to the fact that the outlets 
frequently ran below the registered amounts. He gave instances from experience 
on nis own land at Chaku. 

The President enquired whether zamindars could not keep a check record of 
dhe amount of water passing through their outlets. 

Mr. Sangster said that there were gauges on the spot and that zamindars 
•could keep independent records. 

Mr. Calvert drew attention to the last sentence of paragraph 5 of letter 
No. 6598, dated 3rd December 1921, from the Superintending Engineer, Sirhind 
•Canal Circle, to the Chief Engineer, Irrigation works Punjab, and said that 
what he said was that the time was not yet ripe to take up the volumetric system 
•on a large scale. 

The Director of Agriculture drew attention to Roberts’ letter dated 23rd 
.March 1924 in paragraph 4 of which he suggests— 

“ (a) that volumetric rates to be fixed for any Canal or Division should 
be based on the average results as regards acreage returns of that 
Division. Rates should not be pitched higher or lower than this 
average, but may be revised every five years. 

(6) It may be made known what the Department consider the optimum 
conditions of supply in which to give volumetric, e.g., a supply of 
2 cusecs: 5 cusecs or 10 cusecs. This would be some guide to 
zamindars who may wish to apply for same. 

i(c) The objections to the volumetric system from the Irrigation Depart¬ 
ment’s standpoint may be put down, so that both sides may try 
to understand the others’ view point and thus evolve a basis fpr 
extension of the system if it is thought advisable to do so.” 

Mr. Songster replied— 

Re (a) This is already done. The rates are fixed on average results and 
will of course be revised from time to time. 

Re (b) One outlet is the unit and we can extend the system to any outlet 
but cannot give it to a zamindar who has only a share in an outlet. There are 
a very few outlets' which are constructed to give a discharge as low as i a 
cusec, but on an average the outlets are constructed to give about 2 cusecs; 
•there are some which go to a discharge of 3 or 3£ cusecs. 

Re (c) Objections to the system aro already laid down in my letter dated 1 
31st March 1922. 

Mr. Sangster repeated that if people agreed to the irrigation rates the 
Department had no objection to selling water by volume. He emphasized that 
so long as the channel is running no individual outlet could be stopped and water 
must be taken by the farmers concerned whether wanted or not. Mr. Sangster, 
further, remarked that the Irrigation Department did not gain by selling water 
o.*i a volumetric # basis as there was no reduction in the staff maintained to compile 
the necessary records. A number of members did not agree with this. 

Mr. Calvert said that the Co-operative Department would like to experiment 
with the volumetric system on a small minor which had on it not more than 
20 villages. 

Mr. Sangster said he would agree to such a proposal if put forward. 

Mr. Bate'8 system of selling water on a delta basis was also discussed. 

Mr. Sangster said that was only a variation of the volumetric system. 

The President said that the system of selling water by volume was in the 
'experimental stage and that he understood that the Irrigation Department would 
he prepared to consider any suggestions offered to them regarding it. 

Mr. Songster agreed. 

B 2 
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Mr. Milne gave oral evidence as follows 

The President. Q .—Mr. Miine, you are the Director of Agriculture of the pro¬ 
vince ? 

A. —Yes, Sir. 

Q. —With regard to the first part of your answer, we have been relieved 
of this enquiry because another Committee has been appointed to investigate 
this matter. It is not part of our terms of reference now. The only thing’we 
are particularly concerned with is the pressure of taxation on different classes. 

A. —I am afraid I have not studied that part of the question. 

Sir Percy Thompson. Q .—Is the forecast of crops used for the purposes of 
fluctuating land revenue? 

A. —Here again I cannot answer the question. I think Mr. King will be 
able to answer this point. 

Dr. Hyder. Q .—About the calculation of crop forecasts it is admitted that 
they not accurate, while tfie Americans make these forecasts and they are 
accurate. 

Sir Percy Thompson. —The American cotton forecast is a scandalous production- 

A .—I do not know that. But I think ours is not less accurate than'those of 
other countries. Our forecasts of areas are very accurate as shown by the 
checks of crop inspection when actual areas are ascertained. Forecasts of yields 
are less satisfactory. These must be based on crop cutting experiments. We 
have too few crop cutting experiments. I feel that is the only sound basis on 
which we can depend as far as yield is concerned. The crop cutting experiments 
are essential for the proper check of estimates of yields; also we ought to be 
able to check yields with our trade returns. We are not happy about the 
forecasts of yields. In this matter I agree with the opinion of the Board of 
Agriculture expressed at its meeting held in Bangalore in January 1924, that the 
first thing in any attempt to improve yield statistics should be to appoint a 
special man and staff for investigating crop cutting experiments. At the present 
moment we have far too few of these experiments. 

The President. Q. —Who does these crop cutting experiments? 

A. —We divide it between the revenue authorities and the Agricultural 
Department staff. We do about 50 experiments and they do about 80. 

Q .—What is the size of the sample you cut? 

A.—The area is not more than one-third and not less than one-fifth of an 
acre, and much less in the case of sugar-cane. For cane they are to - 4 V, of 
an acre. 

Q .—Do you take this result from average areas? 

A .—Our crop experiments are taken from what we think are the average 
areas. 

Q .—You still have to check these estimates by tfee eye? 

A. —The crop cutting results check the estimate by the eye. 

Q .—May I ask you if you perform your experiments on lands owned by your 
department or by others. 

A. —On lands owned by zamindars. 

Dr. Paranjpye . Q .—What about your estimate of a 16 anna crop; is it 
absolutely correct ? 

A.— We are abandoning this system altogether, we estimate the outturns by 
maunds and seers. 

Q .—You get these estimates for a series of years and then strike the average? 

A. —Yes. 

Dr. Hyder. Q .—You have here a complicated system of water rates. Which 
would you like, a system of water rates based on quantity or a combined system 
of land revenue and all other demands, that is to say water rates, malihana, etc. 
put together ? 
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A. —We nave not tried the combined* system. We aje experimenting with 
ibe volumetric system. I have already mentioned this in my note. 

Q. —In how many places you have tried this volumetric system? 

A. —We have tried this system on about half a dozen estates. 

Q .—They found that they are paying more? 

A .—Some farmers have said that they are paying more than by the area. 
But this is only a question of adjusting the rates. One man thought he made 
-a profit; another thought v he suffered a loss. 

Sir Percy Thompson. Q. —It was said this morning that Col. Cole found :fc 
was cheaper and the other found it dearer, because the former used the water 
-economically. 

A .—I think there is no doubt about that. I think the volumetric, system 
certainly tends to economic use of water but there are difficulties about this 
system. 

Dr. Hyder. Q. —Is it a fact that one of the difficulties is due to large out¬ 
lets? 

A .—In the case of small farmers—yes, as the water has to> be distributed 
among various people after it has passed through the outlet. This is one of the 
difficulties. 

Q .—There*is no technical difficulty due to the installation of modules? 

A. —The module system is working very well. 

Q. —You have no particular views why the Government should not levy a com¬ 
bined charge for water, mcdikana and other cesses? 

A. —This is a question which will require a good deal of consideration. How 
would you levy the charge, per acre of crop? 

Q. —No, on the net profits. ' The land giving a net profit of a hundred rupees, 
after irrigation gives a profit of Rs. 300, and from half of the difference you can 
take a certain proportion for Government for water or anything else. 

A. —What is the advantage? I can hardly give an off-hand opinion as to 
whether the combination of land revenue and water rate would be a good thing 
-or not. It requires more consideration. 

The President. Q.—The process in Southern India is to settle the land as wet. 
Supposing you have land irrigated for two crops or five crops in two years. 
You settle that just as you settle dry land on the proportion of net assets, 
there is no separate charge for water at all, that is what we call wet rate. 

A .—How would you fix it? 

Q. —You fix on the net profits just as you do on the land revenue. 

A. —This system is rather new to me. I would require a little time to con¬ 
sider the question. 

The President .—There are many difficulties. One difficulty is that the nearer 
you approach the margin of cultivation, the more it costs to supply water. 

Dr. Hyder. Q. —You say that the charges made by Government for water are 
not excessive. But in this very hall it has been said that the water rates are 
■excessive. Have you any information as regards cost of cultivation ? You say 
the water rate is light. We would like to compare the two. 

A .—I was looking at it in this way. People who have to lift water from 
the subsoil have got to pay a great deal more than those who get irrigation 
from the canal. Obviously people in the well irrigated areas have to pay more for 
lifting water for irrigating the crop than those in canal areas have to pay the 
-canal department for water. 

Here is a statement prepared by our Agricultural Engineer showing the actual 
■cost of flow and lift methods of irrigation. 

Q .—Suppose the man went in for tube wells, and in that case he need not 
have to pay more? 

A. —It will be seen from this statement that if a man sank a tube well in a 
yjanal colony, the cost of irrigation will be about Rs. 24 per acre in the rabi season, 
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while on canals it & Rs. 4-4-0 per acre in that season. In the case of wells, the* 
total quantity of water used to mature a crop is’much 4 less than is used in the 
case of canal supplies. Again under actual practice the cost per inch depth of 
water per acre on the field for the rabi crop from canal supplies is Rs. 0-4-4 
and if you take the Government allowance on canals the cost per inch comes 
to Rs. 0-3-4. If you lift water from ordinary wells it costs Rs. 2-8-6 and if you take 
tube well irrigation water it costs Rs. 1-8:2 per inch per acre. These figures are- 
according to the Agricultural Engineer’s calculations. 

Dr. Paranjpye , Q. —Does well irrigation pay the farmer? 

a. —They carry on their farming. 

Q. —Do you strike water in all parts of the Punjab? 

A. —-You will get water in most places. We strike salt water in some places- 

Q .—What is the depth generally? 

A. —In a good many areas the spring level is about 20 to 40 feet. The spring 
level is 65 feet in Lvallpur. In others again it may be less; even up to tlie soil 
surface in waterlogged areas 

Dr. Ryder. Q. —You say that because land is brought under irrigation at the 
expense of the State, the State is entitled to a portion of the unearned increment 
in the value of the land. Well, that is a very interesting proposal. But I wish 
to ask yon whether you see any difficulties in this. I mean, regarding unearned 
increment. I think people in England were keen on it, but found some diffi¬ 
culties. I will give you an illustration. Suppose the rate of interest falls, the 
capital value of land increases, but how are you going to separate that incre¬ 
ment from the increase that is due to the land getting water. That is difficulty 
number one. 

A .—The State would have to take such proportion as would be fair assuming 
that the alterations are within certain limits. If interest, etc., varied greatly a 
reassessment would be necessary. 

Q .—Another difficulty is there is a rise in prices, you can overcome that by 
means of index numbers, but there is one more important point. Suppose any 
increase in prices is anticipated, that will have to be discounted if the land is to 
be sold, is it not? 

4.—I do not think that. 

Q. —For example, a man can put money in industries and can get so much 
return, but if he puts the same money in land, he should get such a return as he 
would get in industries. If he does not get the same from land, you are simply 
penalising the man who happens to be the owner of the land. 

A. —I do not see the point. 

Dr. Ilydcr. —Some increases are anticipated, but when the increase ripens, a man- 
finds that he is not so well off as he would have been had he put his money in 
some industrial concern. Therefore I say that you are penalising the present owner. 
You can only put the tax on if there is the anticipation that the State will take 
a portion of the unearned increment, but when a man buys his land and comes to 
know that the land is going to be increased in value, he thinks he can put that 
money in some other concern as he would not get the benefit of the increment to 
the extent that he would like. 

The President. (?.—You only take a portion of it. 

A .—We are not out fo tax anything further than the actual increase. 

The President .—I think this is not involved in Mr. Milne’s answers at all. 

Dr. Ryder. —What I say is that this is one of the difficulties which arises 
in connection with all the proposals relating to the taxing of unearned increment. 

Sir Percy Thompson. Q.— : What the witness is saying is that the State is not 
taking enough. 

A. —Yes. 

The President. Q. —You say you would prefer the betterment tax to p lump 
6um. How would you levy it? 

A .—What I meant here was that you will have then a chance to take a pro¬ 
portion of the increase in value which has actually taken place. That rs, your 
can adjust the tax. 
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The Bon*hie Sardar Jogtndra Singh. Q. —What do you think is the area of 
an economic holding in the Punjab, say one which can support five people ? 

A. —I ^hink Mr. Calvert is the man who can answer this question. 

Q .—You cannot give any rough idea about this? 

A. —I would rather not. 

Q .—Then again what is your experience about the prices of land, say per 
acre, .in the Punjab? Do you think it is an economic price? Do agriculturists 
get 5 to 6 per cent for their money always? 

A. —My idea is that they do not always get that. 

Q. —What is the cost of production, can you give me any . idea? 

A. —I am not prepared at present but can get you figures. 

Q .—People say in the Punjab that the land revenue and water rate is merely 
a trifle compared with the produce. Is it a fact? 

.4.—As a matter of fact, I think it is so. 

Q. —I want the cost of production of the yield per acre of any staple crop 
for example, wheat. 

A. —From figures worked out some years ago the cost of production for wheat 
including seed, weeding, reaping and winnowing is about Rs. 25. 

Q .—And the yield from an irrigated area? 

A .—Say about 18 mds. per acre. 

Q .—Take it at 12 mds. 

A .—12 mds. is about the average for the province but take it at 15 mds. per 
acre and Rs. 5 per md. 

Q. —What are the profits? 

A. —'The profits must be Rs. 50. 

Q. —How much land revenue does he pay ? 

A. —I think he pays about Rs. 10 odd, that is one-fourth or one-fifth. 

The President. Q .—I think this was the Court of Wards figure given by 
Mr. Calvert. 

A. —A man gets a better yield from well-irrigation, because he cultivates 
better. In this he has the advantage of taking water whenever he likes. About 
lift irrigation, I think, it costs tremendously and the profits are less, but taking 
the volume of flow, I think, in the lift irrigation a very limited amount of water 
is taken while in flow irrigation more water is used. Profits on both do not equalise. 
Taking for instance lift irrigation which can command 10 acres of land'it may 
be put under valuable crops like tobacco, sugar-cane, etc., and in that way it 
is able to pay well, while in a larger area lift, irrigation is not paying. I am 
trying to show that lift irrigation can be used for intensive crops. They do not 
grow only crops like tobacco and sugar-cane on well lands : wheat and cotton are 
usually grown with lift irrigation as in canal areas. In the limited areas irrigated 
by wells the farmers cultivate very much better and get a higher yield. In well 
irrigation a man gets better yield not because he gets more water, but he Iooks 
after it better and cultivates better. 

Dr. Varan]pye. Q .—The time of the supply of water is determined in the 
case of canals, but in the case of lift irrigation he can take water just as he 
likes? 

A. —Yes. This is also important. 

The President . Q .—I would like to ask you about this combined charge of 
land revenue and water rates. Is not the great part of the difficulty the fact that 
the land revenue is much less than half net assets? 

A. —Yes. 

Q. —The result is that you cannot take the full amount necessary to pay for 
the water and also cannot vary it so much. 

A .—Quite so. 

Q .—What I mean is, one effect of the combined charge is that it would 
prevent alteration of the rates for a long period ? 

A. —I think it would have that tendency. 



24 


Q. —As regards the increment tax, it is quite parallel with the betterment 
tax. If you turn desert land into cultivable land by giving water which gives 
an annual income over the cost of the water and the value of the land is 
increased permanently, you take only half of the assets and leave a very large 
portion for the cultivator. Is this the justification for the increment tax in addi¬ 
tion to the annual tax ? 

A. —I think so. 

(2*—Can you explain the system of land revenue in the canal areas? 

A ,—I think I am not well enough acquainted with that. 

Sir Percy Thompson. Q. —Supposing you decide that a fair distribution of 
the increased .annual value is 60 per cent to Government and 40 per cent to the 
man. If you are charging an increment duty over and above that, you are 
infringing upon the 40 per cent. Is it not so? 

A .—I think so. 

Q. —What I mean to say is, take 60 per cent, and taking that only 40 per cent 
is left. You might take 70 or 80 per cent. My whole point is this. I quite agree 
that there may be insuperable difficulties, but the natural instinct is to take the 
whole thing once for all. 

A .—I am not able to give you any opinion on this. 

Dr. 7/yder. Q .—In answer to question No. 24, you say ‘ I would agree to the 
tax on entertainments or on railway tickets.* To whom would you give this tax 
on entertainments? To the municipality? 

A. —I was not thinking of that point. The State, I think, should get it. 

Sir Percy Thompson. Q.—' With regard to question No. 100—first part—assume 
that 10 acres is an economic holding and a five acre farm is an uneconomic 
holding. If your land revenue on a 10 acre farm is Rs. 100 and the man chooses 
to split it into two which will both become uneconomic holdings, the land revenue 
would be Rs. 50 on each? You will not reduce it*because they are two unecono¬ 
mic holdings. You would collect from the two holdings the same amount of 
land revenue as you would collect from the ten acre economic holding? 

A.— Yes. 

(2.-~In other words would this fractionisation be any justification for reducing 
the land revenue? 

A. —No. 

Q .—You think the result will he that, even if you do, the holdings will become 
less and less economic? 

A. —I think so. 

Dr. Paranjpye. Q. —Is there much tobacco cultivation in the Punjab? 

A. —You have given figures in the notes sent with your questionnaire. I had 
them checked. 

Q. —Is the quality of tobacco nearly uniform all over the Punjab? 

A. —We have not done very much work on tobacco in the Punjab. I do 

not think there is much difference in tKe qualities of the tobacco generally grown. 
The quality is very rough. 

Q. —Is the production of tobacco per acre the same practically all over the 
province, at least so far as the irrigated lands are concerned ? 

A. —There is little difference in the quality of tobacco grown and I think 

that with equal quality of land and equal cultivation it will be the same. 

Q •—Will it be possible to levy an acreage tax on tobacco assuming it is intended 
to tax tobacco? 

A. —I don’t think there will be any difficulty. 

Qr —Suppose you charge Rs. 5 per acre. Is it possible to give it on license? 

A. —I think it is. 

Q •—Two difficulties are suggested : first that the tax might weigh heavily on 
lower kinds of tobacco—of course you say there is little difference in the 
quality of tobacco—and secondly that it is difficult to estimate the amount of 
tobacco cultivation. 

A. —There would be no difficulty regarding areas. 
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Paofessor BRIJ NARAIN, M.A., Lahore, wa& next oxaMinciv. 


Written memorandum of Professor BriJ Narain. 

General Considerations, 

Methods of estimating nationa] income, are discussed in a paper read by Sir J. 
Stamp on “The Wealth and Income of the Chief Powers (1914)” before the Royal 
Statistical Society in 1919, (J. R. S. S. for July 1919). The paper has been 
reprinted in his recent work “ Current Problems in Finance and Government ** 
(1924). These methods have also been discussed by Knibbs in his ** Private 
Wealth of Australia and its Growth ”, 

For India it would not be difficult to estimate national income if we pos¬ 
sessed complete statistics of production. But the following figures are not 
available :— 


Agricultural Production . Yield of :— 

Ragi 

Other food grains and pulses (see Agricultural Statistics of India, 1921-22, 
Vol. I, page 30, Col. 10). 

Oil-seeds : ground-nut, cocoa-nut, castor and others. 

Condiments and spikes. 

Fibres other than cotton and jute. 

Dyes and tanning materials other than indigo. 

Drugs and .narcotics other than coffee and tea. 

Fodder crops. 

Fruits and vegetables including root crops. 

Miscellaneous food and non-food crops. 


Industrial Production, 

No figures of output are available except for the following organised indus¬ 
tries :—cotton, jute, wool, paper and iron and steel. 

In view of the fact that out of 10 per cent of the whole population support¬ 
ed by industries, organised industries support only 1 per cent, it is important 
for the purposes of our enquiry to estimate the output of unorganised or cottage 
industries. An attempt was made in connection with the census operations 
of 1921 to take a census of hand-looms. Complete figures, however, for all the 
provinces are not available. There are at present no means of estimating vhe 
output of cottage industries, or of organised industries excepting those named 
above. 

A census of production in India will take several years, and it will not be 
easy to estimate the production of cottage industries. But eo long as this is 
not undertaken, all estimates of national income of India would be based upon 
■conjecture rather than facts. 

On account of the lack of reliable statistics it is more or less futile to esti¬ 
mate the aggregate national income of India or income per capita . I have not 
attempted to do so, and I do not attach any importance to estimates given in 
Annexure B. Some rough idea, however, can be formed of the income of 
ordinary cultivators. For. this I refer the Committee to the last Chapter, en¬ 
titled National Income, of my book on Population , but I do not pretend that 
my calculation is exact. 

Family budgets collected in different parts of the country would be useful 
in showing the/ economic position of different classes of families, but no esti- 
n ates of aggregate or individual income for the whole population can be based 
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on them. I would suggest that the possibilities of taking a census of produc¬ 
tion should be thoroughly examined. If, on account of its difficulties, which, 
are only too obvious, and cost, the proposal is not considered feasible, the only 
alternative left is family budgets. These should be collected mainly by non¬ 
official agency, and the investigation should be limited to families with an 
income of Bs. 75 per month or less. The object should be to discover the real 
tax-bearing capacity of the poorest classes. In view of the many loose state¬ 
ments that are made about the prosperity of India, which is supposed to have 
been growing by leaps and bounds, and the incidence of taxation per head, 

which is supposed to be the lightest in the world, the importance of such an 
enquiry cannot be underestimated. 

Q. 7. —Yes. This information would be of the greatest use to students of 
economics. The existing statistics of industrial wages particularly, as given 
in the Prices and Way ex of India , are unsatisfactory. They relate to a very small 
number of industrial establishments, and do not provide sufficient material for a 
study of wage fluctuations over the whole country. 

Q. —Estimates of national income for different periods and different 

countries are useful for comparative purposes. They are of ^considerable value 
for an enquiry into the incidence of taxation, for, when they are reliable, they 
are a good index of the changes in the tax-bearing capacity of the population. 

As economic conditions change, the tax-bearing capacity of the population 
also increases or decreases. Further, the tax-bearing capacity of the different 
clasvses of the population is not the same, and with changes in economic condi¬ 
tions it varies in different degrees in the £ase of different sections of the com¬ 
munity. 

There are three chief matters of interest in the economic development of 
India during the past 25 years :—(1) the rise of prices, (2) the decline of 
industries, and (3) the increasing pressure of the population on the soil in 
consequence of the decline of industries. These factors have a direct bearing 

on the taxable capacity of certain classes of the population, and we may there¬ 

fore consider them in some detail. 

(1) The rise of prices amounts to a revolution. As compared with the year 
1904 the rise of prices to-day is about 150 per cent; as compared with July 1914, 
prices were 81 per cent higher in October 1924. Have wages kept pace with 
the rise of prices? 

In a discussion of this question the following points should be borne in 
mind :— 

While the employers of labour are well organised, our industrial workers 
are practically unorganised. Wages as a rule tend to lag behind prices, 
and they rise slowly where labour, on account of its unstable and 
heterogenous character, finds it difficult to put united pressure on the 
capitalist class. Some information about the rise of wages has been 
given in the last Chapter of my book on Population. It will appear 
that wages have not risen sufficiently and that the actual rales of 
wages paid are low. It is probable that real wages of the poorest 
classes of industrial workers (unskilled) have either remained stationary 
or actually fallen. 

It is difficult to show that agricultural labourers are more prosperous than 
before. So far as they receive customary wages (in kind) their condition has 
not changed materially. But there is an increasing tendency to substitute cash 
wages for customary wages in grain, and this injures the agricultural wage- 
earner, for his cash wages do not rise proportionately to prices. 

The greatest sufferers from the rise of prices are petty clerks drawing Rs. 50 
per mensem or less who live in towns. 

With very few exceptions, the great rise of prices has diminished the tax¬ 
able capacity of the wage-earning classes. 

For (2) and (3) I may again refer the Committee to my book on Population. 
The decline of industries and the increasing pressure of the population on the 
soil are discussed in Chapters V and VIII. I may draw particular attention* 

the consequences of the increasing dependence on the land described in the 
concluding portion of Chapter VIII. 
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There is very little doubt that the tax-bearing capacity of the great majority- 
of ordinary cultivators has not increased during the past 25 years. As the result, 
of the diminution in the size of the holding the small cultivator is poorer than^ 
before. He does not gain by the rise of prices, as he produces very little surplus 
over and above his own consumption. 

Indirect evidence of the fact that the taxable capacity of the poorer classes, 
(majority of the population) in In<ffa has not increased is afforded by the slow 
increase of population. The death rate in India is the highest in the world. 
What are the causes of the extravagant reaction to conditions of public 
health ” in India? In spite of the universality of marriage and the high birth 
rate the population of India increases more slowly than that of the leading coun¬ 
tries of the world (with the sole exception of France). There is an intimate 
connection between the rate of growth of population and economic circums¬ 
tances of the people, and if India, under present conditions, is over-populated, 
it is not because the limit of expansion of the population in the absolute sense- 
has been reached, but because, as the result of the excessive dependence on agri¬ 
culture and the decline of industries, the rate of growth of income, in the case 
of the majority of the population, is such that a more rapid increase of numbers 
is impossible. 

These considerations suggest changes in the distribution of the burden of 
taxation on different classes. Taxation should be made lighter in the case of 
the poorer classes in towns as well as villages. On the other hand, classes which 
have undoubtedly grown prosperous during the past quarter of a century should 
be made to contribute more heavily towards the expenses of the State. 

There is no doubt that the small cultivator finds it difficult to pay the land 
revenue. The land revenue represents a little over 5 per cent of the gross pro¬ 
duce of the land, but it is a heavy tax, because the “ surplus income ” of the 
small cultivator, after the existence minimum is deducted, is practically nothing. 

On the other hand large land-holders are more prosperous than ever before. 
They are certainly capable of bearing much heavier tax-burdens than they co 
at the present time. 

I would recommend the exemption of agricultural incomes below a given 
amount from the payment of land revenue. I would also recommend the taxa¬ 
tion of unearned increment in the case of landed property in rural as well *s 
urban areas. The proceeds of this tax may be divided in certain proportions 
between the Imperial Government and the Provincial Governments. 

I have referred to land revenue above as a tax. On this subject I may quote 
what I have written elsewhere :— 

“ It has been said that the controversy about the nature of land revenue, 
whether it is a tax or rent, is a profitless war of words. So it is in a sense. 
If land revenue is regarded as a money payment made by one party to another, 
and no further questions are asked, it is a matter of indifference whether the 
payment is called 4 rent ’ or a ‘ tax’. Put if we enquire further whether this 
payment is made by a tenant to the Stale landlord, or by a subject to the State' 
as a contribution towards the general expenses of Government, the question at 
once raises important issues. For if the State in India is the universal land¬ 
lord, it is legally entitled to the whole of the rent, and enhancement of the 
State’s demand 'until it absorbed the whole of the surplus produce of the soil 
would be justified. But if land revenue is of the nature of a tax, then those who 
pay it can demand that it should be administered like a tax, for example, it 
might be claimed that this tax, like the tax' on non-agrioultural incomes, should 
be" graduated. It is thus seen that in a practical sense, that is, considering the 
consequences that flow from the acceptance of one view or the other, the 
question whether land revenue is a tax or rent is not merely a question of 
words. 

“It cannot be denied that the State was^the universal landlord in India under 
Indian rulers. But the British Government has everywhere recognised a private 
right in land. It is certain!v true that it treats land as a security for the pay¬ 
ment of land revenue, and that non-payment of the assessed revenue entails loss 
of the land, but this does not imply non-existence of a private right in land. 

“Again, if land revenue is regarded as rent, it must be recognised that the 
enforcement of the State’s demand in full at the present time is out of the 
question. Such an attempt would be politically dangerous. Thus on the one- 
hand we have a definite recognition on the part of the State of a private right. 
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in land, and on the other the difficulty, if not the impossibility of realizing the 
full State demand as rent, assuming the State to be the ultimate owner in every 
•case. Practical considerations in a discussion of the question are entitled to 
great weight, and we may conclude that the land revenue is for all practical 
purposes a tax on agricultural incomes, though, regarded as such, it is entirely 
different in character from the land-tax of European countries 

(Source—Book for the Study of Indian Economic Problems, 1922, Voi. II, 
pp. 208, 209.) 

Unearned increment .—There is a large amount of unearned increment in the 
enormous, rise in the value of landed property. Part of it can be appropriated 
by the State for its own purposes. 

The taxation of unearned increment was first attempted in the German 
Colony of Kiauchau in 1898. The object was to discourage speculation in land 
and to prevent private owners, mostly Chinese, from reaping the whole benefit 
arising from the increase in the value of land due to the activity of the German 
Government in Kiauchau. The success of the Kiauchau experiment led to the 
adoption of the tax by many municipalities in Germany. The first to introduce 
it was the municipality of Oetzsch in Saxony. Frankfurt a. M. followed in 
1904. The movement spread rapidly until 1910: 652 municipalities in addition 
to other bodies had introduced the tax. On February 14, 1911, an Imperial tax 
on increment in v^lue (Reichszuwachssteuergesetz) was introduced by the Ger* 
man Government for the whole of Germany. The chief features of the tax ar§ 
as follows* :— 

The taxable increment is the difference between the purchase price and the 
.selling price. For determining the purchase price, 1 January 1885 was taken as 
the basic date. The tax does not apply to vacant land of less value than 5,000 M. 

or land, which is built upon, of less value than 20,000 M. The tax is 

graded according to the extent of the rise in value ; further the period of 
ownership is also taken into consideration. The rate of tax is 10 per cent if 
the increase in value does not exceed 10 per cent ; 11 per cent on increase? 
in value of 10-50 per cent; 12 pe* cent on increase of 50-50 per cent; an$ 

thus it rises by 1 per cent till it reaches a maximum of 30 per cent on increase 

in value of more than 290 per cent. The maximum rate diminishes with the 
length of ownership. 

The difference between the purchase price and the selling price is calculated 
after adding to the purchase price 4 per cent of the purchase price as represent¬ 
ing the cost of acquisition, and the expenditure for buildings, improvements, 
etc. 

The seller pays the tax, but the purchaser is also liable under certain cir- 
-cumstances. Of the total yield of the tax, the Imperial Government originally 
received 50 per cent, the States which form the German Union got 10 per cent 
as cost of collection and administration of the tax, and 40 per cent went to the 
municipalities within whose jurisdiction the piece of land lay. 

In 1912-13 the share of the Imperial Government in the yield of the tax 
amounted to about 21 million M. 

A tax on ine ement in value is also levied in England. 

The details of a tax on unearned increment in India can be worked out by 
•a special committee. It is the general principle which is suggested here. The 
3 r ear 1900 may be taken as the base year for determining the increase in value. 
There would have to be certain limits of exemption. Allowance will have to be 
made for improvements, cost of acquisition, etc. The tax may be graded, the 
rate rising from 10 per cent in the ^ase of increase in value of less than 10 per 
cent to 30 per cent on increase of 300 per cent or more. There is no doubt 
that the tax will be productive. 

Q . 26.—“The Nature and First Principle of Taxation" by Robert Jones (P. S. 
King 1914) brings together in one place the principles of taxation as stated by 
•the leading economists of various countries from Adam Smith down to Conrad 
in Germany and Adams and Taussig in the United States. 

* Finanzwis8en8chaft by Conrad, Page 266 (8th Ed.). 
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4 useful work in the German language is Grunds&tze der Besleurvmj by K. 
Diehl and P. Mombert (Selected Readings in Economics, Yol. XIII, of the* 
aeries). 

Q . 27. —No. Only those who earn more than the existing minimum possess 
ability to pay \ 

It may be said that if the existence minimum is touched, the tax on the- 
poor worker will be shifted to the employer. But if that is intended* why not 
tax the employer directly and leave the poor man alone? Secondly, the tax 
may not be shifted, if the labourers are not well organised, and are not in a 
position to enforce their demands. The only result of the tax under such 
conditions will be a fall in the standard of living, which will have cumulative- 
effects. 

Qs. 28-30. —A poll tax has no place in a modern financial system. A poll 
tax as a condition of the suffrage (as levied in some States of America, and 
Switzerland) is not to be recommended, as the payment of it tends to be- 
assumed by political parties. 

Halt . Qs. 51 — 53 .—l do not accept the statement that “ from every point 
of view salt is admirably adapted to be a tax-bearer ” in India. The salt duty 
is objectionable because it increases the tax burdens of those classes of the 
population whose tax-bearing capacity is the smallest. 

Conrad, a leading German economist, thus comments on the salt tax :— 

“ In favour of the salt tax it is first of all urged that, when its amount ia 
moderate, it is not much felt by the population, because it represents 
only a small sum in the course of a year, and is paid in small amounts. 
But a worker’s family, which consumes a hundred-weight of salt in 
a year, pays a tax of 6 M. in Germany which is only 2/3 per cent of 
an income of 900 M. ; but if the existence minimum is deducted, which 
may be estimated to be at least 600 M., the amount (taken away) by 
this one tax is 2 per cent. Jn the case of a large family the tax may 
easily be 3 per cent or more. 

“It is further urged that the (salt) tax is to be regarded only as supple¬ 
menting other taxes in order to make oven the poorer classes contribute 
to taxation ; and when the lower classes of the population otherwise 
remain free from taxation, they will only be lightly affected by tfce 
tax. But one should not forget that also those are forced to pay the 
tax whose incomes amount to a bare existence minimum, and this 
difficulty (Harte-lit, hardness) must be taken into account. And, more¬ 
over, as, on protectionist grounds, the taxation of other articles which* 
enter into the consumption of the lower classes cannot be avoided, the- 
taxation of salt leads to the over-burdening of those sections of the* 
population whose capacity is the smallest *\* 

The salt duty is levied at the rate of Rs. 1-4 per Md. in India. In France 
the tax is Rs. 2-3-3 per Md. and in Greece Rs. 5 per Md. In Germany, accord¬ 
ing to Conrad, a worker’s family pays a tax of 6 M. or Rs. 4£ in a year o;n 
an annual consumption of 56 seers. In India a family of 4 persons consumes 
4 seers of salt in a month, or 48 seers in a year, and thus the amount of the 
tax paid in a year is only Rs.^1-8. It would seem that the burden of the tax 
is lighter in India than in Greece, Trance or Germany. 

But the burden of a tax cannot be judged merely from the amount of the* 
tax paid, or by calculating the incidence per head of the population. The- 
burden of a tax must be considered with reference to the real tax-bearimg capa¬ 
city of those who pay the tax. 

The real tax-bearing capacity is found by deducting from the income earned 
the existence minimum. If the income of a person amounts to a bare existence 
minimum his tax-bearing capacity is nil. + Further, the existence minimum 

* Finanzwissentichaft (8th Ed.), p. 159. 

t I may summarize this analysts of 4 ability to bear ’ in the following general terms. 
Those elements of income which are necessary payments to owners of productive agents, 
in order to sustain the, productive efficiency of an agent and to evoke its application^ 
rank as * costs ’ of production, and have no ability to bear taxation. The standard wagetr 
required to keep a working-class family on such a level of efficiency and comfort ar- 
will maintain and evoke the regular application of its labour-power constitute labour 
4 costs ’ (Taxation in the New State, p. 41-Hobson). 
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must be liberally conceived. It means wages which will not merely enable the 
labourer to exist, or keep his body and soul together, but to maintain himself 
and his family on a fair level of efficiency and comfort. 

An unskilled labourer in Germany earns 900 M. (Gold or Rentenmark) in a 
year. Taking the existence minimum to be 600 M., 300 M. represents his 
" surplus income A salt tax of 6 M. in a year is 2 per cent of his tax¬ 
bearing capacity. 


What is the annual income of an unskilled labourer in India, and what is the 
existence minimum? 

The income of an unskilled labourer in India, in urban areas, after making 
allowance for irregularity of employment and occasional illness which may 
prevent him from working, may be taken to be Rs. 30 per month, or Rs. 360 per 
year. This income -supports a family* of four. The unskilled agricultural 
labourer earns less. The net income of a small cultivator of two or three acres 
does not exceed Rs. 30 per month. Rs. 30 per month lor a family of 4 means 
a per capita income of Rs. 90 per year. 

It is difficult to say what is the existence minimum in India. It must vary 
in different parts of India, and it is higher in urban than in rural areas. It is 
certain that it is more than Rs. 30 per month for a family of 4. This is 
shown by the enquiry into workingmen's budgets made by the Bombay Labour 
Office. Taking spinners with an income of Rs. 30-40, the representative family 
budget (4 members), based on 43 budgets, shows an income of Rs. 35 per month 
and an expenditure of Rs. 35-3 or an excess of expenditure over income of 
As. 3 per month. A representative budget of dock labourers, based on 36 
budgets, shows an income of Rs. 35 and an expenditure of Rs. 37-4-6, or an 
excess of expenditure over income of Rs. 2-4-6 pej- month.* 

I would take the existence minimum in industrial centres to be at least 
Rs, 30 per month for a family of 4, or Rs. 360 in a year (at present- prices). 
This means that the tax-bearing power of a family with an income of Rs. 30 per 
month or less is nil, 

It will thus appear that an unskilled labourer in India whose average income 
does not exceed Rs. 30 per month, is far more heavily burdened when he pays a 
tax of Rs. 1-8 to the Government on his consumption of salt in a year than the 
German worker who pays a tax of three times that amount. It will also appear 
that a comparison of tax-burdens in different countries, based merely on the 
amount paid, or the incidence, per head of the population, is not only of no 
value, but positively misleading. 

An interesting attempt was made in connection with census operations n 
the Bombay Presidency to ascertain the true economic position of the Bombay 
family elsewhere than in large cities. The enquiry showed that in the case of, 
the poorest families, compulsory expenditure (excluding expenditure on educa¬ 
tion, doctor’s fees and other voluntary expenditure) was 94 per cent of the 


* It may be objected that liquor is an item of expenditure in almost every bndget. 

In the representative budget for spinners the amount spent on liquor is Rs. 1-8 and in/ 
that for dock labourers this amount is Rs. 1-4. Liquor, of course, is no part of existence 

minimum, but even if we deduct the amount spent on liquor, the total expenditure is 

found to be greater than Rs. 30 per month. At the same time we have to remember 

that the housing conditions of workers in Bombay, and some other parts of India, are 

abominable, and that industrial workers in Bombay “ consume the maximum of cereals allowed 
by the Famine Code but less than the diet prescribed in the Bombay Jail Manual 

(p. 21).” The standard of living is low. The Report says: “It will be seen from an 

analysis of the statistics that the standard of living or of comfort is not a high one. 

Indeed, although the customs of Indian life are changing more rapidly than was formerly 

the case, it must be admitted that the standard is still low and in the family earning 
under Rs. 30 very low. There has, however, been progress. The worker’s earning 

capacity has in the long run increased. Necessaries for efficiency, such as suitable houBe 
accommodation and conventional necessaries, are not what they ought to be. The 

expenditure on education is little or nothing, and children in the mills are not trained 

up for work as the children of working class families in other chief industrial countries. 
Moreover, the families are not, as a rule, able to save or to support themselves in flickness 
or in old age ” CWorking-claBS Budgets, Bombay, p. 13). 
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total expenditure? Thus if a worker’s family earns Rs. 30 a month or Rs. 36C 
a year, Rs. 338,4 are accounted for by compulsory expenditure and only Rs. 21-6 
are left for education, doctor’s fees, etc.* Now the existence minimum must 
include some expenditure on education, medical assistance, etc. But let us 
assume that ‘ surplus income * or tax-beaming capacity of a family is to be 
judged by an excess of total income over compulsory expenditure.^ Then in the 
case of a family earning Rs. 360 & year, the ‘surplus income’ is Rs. 21-6. 
The salt tax of Rs. 1-8 per year represents 6 9 per cent of ‘surplus income”. 
This is a very high rate of taxation, higher than the rate in Germany and 
probably in other European countries. 

I would recommend the abolition of the salt tax on the ground that it is a 
heavy tax in the case of the poor worker. From enquiries that I have made 
I find that the burden of the tax is felt by the poor. 

The suggestion made to the Committee that the salt duty should be raised 
to Rs. 2 is either the result of ignorance of the true economic position of poor 
families in India or of the first principle of taxation. It follows that I regard 
the action of the Government in doubling the salt duty in the Budget for 1923-24 
as indefensible. 

Q. 52. —In case the salt duty is abolished, I do not think it necessary that 
a substitute for it must be found so that “ the poorest classes ” do not escape 
taxation. I do not assume that “it is proper to impose any taxation at all 
upon the poorest classes”. A tax should be imposed only where real tax-bearing' 
capacity exists, that is, when income exceeds the existence minimum. *n 
European countries the majority of the lower classes earn more than the ex¬ 
istence minimum. But in India the majority of “the poorest classes” 

^excluding b^ggirs of course) earn less. It is dangerous to import into India 
principles of taxation which apply to prosperous countries of the West. 

We should not also forget that even if the salt tax were abolished almost 
every one would be still paying some indirect taxes or other. 

Topxicco. Qs. 121 and 122 {!,) and (,5).—Tobacco is a suitable subject of 

Imperial taxation. I would favour the taxation of tobacco provided the tax 
is graded so that it falls heavily on the consumers of cigarettes and cigarst. 
Hookah tobacco should not be heavily taxed. Excepting the Sikhs, all classes 
of the population in the Punjab and other parts of India smoke the hookah, 
and tobacco is an item of expenditure in almost every worker’s budget. It 
is nob a necessity in the .strict sense, but a conventional necessary, and the 
.average worker spends about three to four times as much on tobacco as on 
salt which is a necessity. 

As regards the method of taxation the German system *well deserves con¬ 
sideration. The Imperial Tobacco Tax of 12th September 1919, which came 
into force on 1st April, 1920, is graded according to the retail prices of various 

kinds of tobacco manufactures, and is paid by means of tax-stamps 

(Steuerzeiehen). The duty tv pay the tax rests on the manufacturer, and in th® 
case of imported tobacco, on the importer. Payment of the tax begins as soon as 


# Census Report, Bombay, 1921, Part I, p. CIX. 

f The tax on tobacco in Germany is thus graded 

For cigars up to 8 Pf. per cigar: 8 M. for 1,000 cigars in 27 grades rising up to 

1,600 M. in the case of cigars of the value of more than 3 M. per cigar; the rate of 

taxation per cigar thus rises from 0*8 Pf. to 1*60 M« 

For cigarettes of up to 3 Pf. per cigarette : 10 M. for 1,000 cigarettes, in 14 grades up 

to 300 M. in the case of cigarettes exceeding 60 Pf. in value. The rate of- taxation thus 

rises from 1*30 Pf. per cigarette. 

For finely cut smoking tobacco (finer than 1| mm.) of up to 10 M. per Kg. : 3 M. 
per Kg., in 8 grades up to 44 M. for tobacco exceeding 80 M. in value. 

For other varieties of pipe tobacco of up to 5 M. per Kg., 1 M. per Kg., in 7 grades 
up to 9 M. for tobacco exceeding 20 M. in value. 

For chewing tobacco in rolls or sticks of up to 20 Pf. per piece: 15 M. per 1,000 
pieces, in 6 grades up to 100 M. for such tobacco exceeding 1 M. in value. 

For snuf! of up to 5 M. Kg., 1 M. per Kg. in 7 grades up to 4 M. for such tobacco 
•exceeding 15 M. in value. 
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tobacco manufactures are brought to the market. They cannot be sold except 
in closed packages, which must bear labels showing the quantity and quality of 
their contents and the retail selling* price, or the price limits of the taxation 
class of the contents. The whole process of production of tobacco manufac¬ 
ture and sale is subject to severe control and regulation. The growers of tobacco 
must inform the Government about the quantity produced. They must sell their 
crop only to notified (angemeldete) manufacturers and traders. The operations 
of the traders are strictly controlled. The manufacturers must submit to the 
Government a list of products which they intend to manufacture, and samples 
both of the products and of packing. They must keep the manufactured pro¬ 
ducts only in official warehouses meant for such purpose. They can buy their 
goods from and sell to only notified tobacco growers, traders and manufacturers, 
and keep accounts in prescribed forms. Wholesale traders are allowed to keep 
stocks in their own warehouses, without packing and untaxed, but retailers 
must keep their goods in the prescribed packing and must sell them only at 
prices shown by the tax-stamp. Finally all factories, warehouses and tobacco 
fields are subject to supervision. 

It should not be difficult to prohibit the sale of cigars and cigarettes made 
in India except in packages bearing a revenue stamp. The chief difficulties 
will arise in connection with hookah tobacco. It is at present not sold in 
packages, and it is sold to poor consumers in very small amounts, one pice 
worth or two pice worth at' a time. Further, it would be necessary to control 
the sale not only of manufactured hookah tobacco but of raw tobacco for, as 
every hookah smoker knows, the process of manufacturing hookah tobacco is 
simple and every consumer, with a little rah* and raw tobacco, can make it 
for himself. 

In addition to the stamp duty, a license tax may be charged for the privilege 
of exposing tobaccos for sale. 

Q. 122 (2) and (3 ).—Tobacco is a State monopoly in France (since 1810), 

Austria (since 1784), Hungary (since 1850) and also in Italy, Spain, Portugal, 
Roumania, Turkey, Japan, and (recently) in Poland. In Austria the cultivation 
of tobacco is undertaken in specified parts of the country and on a small 
scale. The whole of the produce is handed over to the Government. Prices 
at which the crop will be purchased by the Government are fixed when orders 
for cultivation are given. Tobacco is manufactured in State-owned factories. 
The French monopoly extends to production, manufacture and sale. 

A State monopoly of tobacco is impossible in India. Conditions are favour¬ 
able for the creation of a monopoly when cultivation is restricted to particular 
parts of the country and the number of business in the industry is small. 
These conditions dp not exist in India. Tobacco is grown almost all over the 
country, and the number of manufacturers and traders is very large. Apart 
from the manufacture of cigars, tobacco is a cottage industry, that is, hookah 
tobacco is manufactured by a very large number of small businessmen scattered’ 
over the whole country. The establishment of a State monopoly pre-supposes 
that those who lose their business in consequence are compensated by the State. 
How is that to be done, and what will it cost? 

There is no objection to the continuance of a State monopoly which is old, 
as the tobacco monopoly in Austria, Hungary and France. But there is the 
strongest objection to the creation of a new monopoly which will deprive 
thousands of people of their source of livelihood. 

Q. 122 (I).—Nor is an acreage duty on cultivation to be recommended. This 
was tried in Prussia in 1882. The tax ( Flachensteur ) was divided into four 
classes according to the productivity of land. The yield of the tax was very 
little. In 1886 the highest rate was retained and applied to the whole of 
Germany, but even then the yield of the tax was “very insufficient” (seAr 
ungenugend)*. It is obvious that when the conditions under which tobacco 
is grown in different parts of the country are not uniform, the rate of taxation 
chosen may be so high as to discourage cultivation in one province and ur.duly 
low in another province (or part of the same province). If the rate of the duty 
be too high it defeats its own object j if it is too low (and it will have to be 


Conrad, Finanzwisdemchaft , p. 220. 
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diept low in view of the differences in yield in different parts of the country); 
it will bring in only a small amount of revenue. The only alternative is a 
dozen or more rates of duty, and this is undesirable. 

Custom§. Qs. 78 and 80 .—The experience of England shows that a small 
number of judiciously selected articles are more productive, from the financial 
point of view, than the indiscriminate taxation of every article which is imported. 
Between 1841 and 1862 the number of articles charged with duty in England 
decreased from 1,163 to 44, but the gross produce of the customs duty increased 
from £ 449,000 to £ 494,000. 

Imports may be divided into three classes (1) articles of common use which 
are more or less indispensable, (2) articles which are useful but not indispens¬ 
able and (3) articles of luxury. 

The taxation of class (1) would yield the greatest revenue ; of classes (2) 
and (3) a comparatively small amount of revenue. Class (3) should be heavily 
taxed. 

The question of taxation for revenue cannot be considered apart from that 
of the tariff policy of a country, for whatever scale of duties is chosen, it would 
exert some effect upon domestic trade and industry. India has definitely adopted 
the principle of discriminate protection, and in suggesting changes in the tariff we 
must take this in view. 

It is objected that a tariff which protects cannot yield revenue, and one 
which yields** revenue cannot protect. Protective duties may of course be made 
so heavy as to be prohibitive ; in that case they yield no revenue. But 
moderate protection is a source of revenue which cannot be despised. There 
are many instances in history of tariffs which have protected and also yielded 
revenue. For example, under the German tariff of 1878 the receipts from 
customs increased from 103 million M. in 1877 to 357 million M. in 1890, and 
at the same time, according to Schmoller, this tariff enabled German manufac¬ 
turers to secure for themselves their home market, and exercised an educative 
influence upon industry*. 

Taxation of commodities of ordinary consumption, which are not produced 
in the taxing country, should yield a considerable revenue. When some tf 
these commodities are produced in the country, but not in sufficient amounts, 
and a policy of protection is adopted with the object of encouraging the produc¬ 
tion of these commodities, it is obvious that, if protection is successful, the 
diminution of imports would diminish the revenue. But so long as the home 
industry does not reach that stage of development where imports cease altogether, 
import duties on such commodities will be a source of revenue. 

In the Indian tariff cotton goods can certainly be made to yield more 
revenue. Increased taxation of cotton goods at once raised some political 
questions. I am not concerned with these. I am only concerned to show that 
cotton goods are a suitable subject of enhanced taxation. 

The production and imports of cotton piece-goods in 1913-14 and 1922-23 were 
as follows ;— 


In million yards . 

1918-14. 1922-23. 

Cotton piece-goods 

Produced in Indian mills .... 1164 3 1725*2 

Imports.. 3197*1 1193*3 

In 1913-14 Indian production was 36 per cent of imports. In 1922-23 it 
exceeded the imports. 


The Bombay cotton industry Vlas made rapid progress during the last te& 
years, but in view of the fact that in 1922-23, 1593*3 million yards of cjotb 
had to be imported, it cannot be said that India is, or can become independent 


* Grundrin der allgemeinen Volkswirttchaftslehre, Vol. 11, p. 728, 
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of cotton imports in the near future. Of the total quantity of cotton goods 
retained in the country for consumption, net imports represent about 50 per 
cent:— 


The quantity of imports of cotton piece-goods 
and home production . 

.Exports of Indian piece-goods 
,, foreign ,, . 

Total exports . 

Surplus available for home consumption 

Net imports. 

Percentage of net imports to surplus available 
for home consumption x . 


In million 

yards . 

1913-14. 

1922-23. 

4361-4 

33185 

89-2 

1570 

62T 

74-6 

1513 

23T6 

4210T 

3086-9 

3135-U 

15187 

74*4 

49-2 


The imports are still much below the pre-war 'Standard, but they show that 
inspite of the progress of the Indian industry, for many years to come, con¬ 
siderable quantities of cotton goods will continue to be imported. 

Of the total value of piece-goods imports, a little over 26 per cent is 
affected by Indian competition. This percentage refers to average imports in 
1909-10 to 1913-14*. The position may have improved a little since then, but 
the quantity of cotton goods which are imported into India and which are at 
present not produced in the country, is large. 

In view of the large quantity and value of cotton imports, in view of the 
fact that these imports are indispensable in the present position of^the Indian; 
cotton industry and that the imports are articles of ordinary consumption, the 
enhanced taxation of cotton piece-goods is most desirable. The Indian cdttoir 
industry, of course, will not fail to benefit by the increased taxation of imports. 

1 would recommend that the cotton duties should be raised from 11 to 15 
per cent immediately. Oil the finer varieties of imports, taxes may be imposed 
ranging from 15 to 33 1/3 per cent. 

Q . 82. —No. The effect of an export duty is to restrict exports. An ex¬ 
port duty is paid by the foreign consumer when the exporting country has =*- 
monopoly of production and the foreign demand is inelastic. But cases of 
complete mofiopoly are rare, and it is very often possible to find a substitute 
for an article whose export is restricted by a tax. Even the foreign demand 
for our jute cannot be said to be inelastic ; this is shown by the growth in 
the use of substitute for jute in Germany during the war. We have also to 
remember that India is a debtor country, and it is necessary, if she is to remain 
a solvent country, to preserve an excess of exports over imports at least equal' 
to the amount of the Home Charges. 

. Q. 83 .—Specific duties, as far as possible. Very little use is made of act 
valorem duties in the English and the German tariff. The disadvantages of 
ad valorem duties are well known. 


Prof. Brij Naraln gavo oral evidence as follows 

The President. Q .—In your answer to question No. 8 you Tefer io the decline of 
industries during the past 25 years. Is that based on census figures? 

A. —Yes. 

Q .—There have been certain differences in the census classification. You 
have allowed for them ? 

A. —Yes. This question has been discussed in the census report of 1921. 

Q .—You say that the real wages of the poorest classes of industrial worker®- 
have either remained stationary or actually fallen? 

A. —Yes, after making allowance for the rise of prices. 

Q .—And the people who suffer most are petty clerks on Rs. 50 a month 
or less? 

A .—Yes. 

•Report on the Conditions end Prospects of British Trade in India at the close cf 
the War. by Ainacough, Cmd. 442, p. 37. 
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Q .—You say that the cultivator is poorer than before. Have you got 
statistics to prove that? 

A .—We have figures to prove that the average holding is getting smaller, 
taking a period of 30 or 40 years into account. I have discussed this in my 
book on Population. 

<2-—Then you refer to the classes which have undoubtedly grown pros¬ 
perous during the past quarter of a century. Can you tell us what thosr 
classes are? 

A .—Large land-holders. 

Q .—Is that the only class? 

A —That is the most important class. One may also refer to the indus¬ 
trialists—capitalists—but they form a very small class. 

Q. —You say that the land revenue represents a little over 5 per cent of 
the gross produce of the land? 

A •—This is Mr. Calvert's estimate and I have taken it from him. 

Q .—You would not support Mr. Butt’s suggestion to fix it at 20 per cent? 

A .—Of course not. 

Q .—Then you say ‘If land revenue is of the nature of a tax, then those 
who pay it can demand that it should be administered like a tax, for example, 
it might be claimed that this tax, like the tax on non-agri cultural incomes 
should be graduated’. Have you any scheme for doing that? 

A .—I have no cut and dried scheme ready. But I have suggested in my 
statement that agriculturists who get an income of less than a given amount,, 
say Rs. 1,000, may be exempted from paying the land revenue. 

Q. —Supposing you graduate it, you still leave it on the land? 

A .— Certainly. 

—Suppose the land changed hands, and one man bought up a number 
of small holdings. Then how do you get over the difficulty? 

A. —The land revenue is paid by the cultivator. You have the land revenue- 
settlement. 

Q -—That is, you propose to reduce at, the settlement the land revenue of 
the smaller cultivator. Your proposal is to graduate it.” 

A. —I have not actually proposed it. But certainly I have no objection 
to it. 

—The graduation would fall upon the land ? 

A .—I would, take into consideration the income. 

Q ■—Practically you would abolish the land revenue and substitute income^ 
tax ? 

A .—It is very difficult to say how it would work out but surely it should) 
not be difficult to graduate it. 

Q •—The other difficulty is, if you do so, will you not encourage fraction- 
isation, the very thing which you want to avoid? 

A .—How ? 

Q .—If the income reached a certain point you have to pay a tax on it. 
So you would take care to prevent it reaching that point and if necessary 
break up the holding. 

A .—That would be cutting one’s own throat. I don’t think that would 
be the result. A man will not willingly reduce his holding in order. to 
escape the tax. 

Q .—He might transfer certain portions benami to his wife or children. 

A.—That is possible. 

Dr. Hyder. Q .—With regard to the unearned increment, will you tell us 
something more about the Kiauchau experiment? 

A .—You will find it described in Seligman’s “Essays in Taxation”. 

Q. —Was that levied on all lands? 

A .—I do not know whether it was levied on all lands. My information 
is based on Conrad (Finanzwissemchaft), 

VOL. n. O 2 
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Q .—It is stated here (in the book) that it was not on the land held private^ 
but only on the land held by the Government. So far as Germany is concerned, 
you say that the tax is general? 

A. —The tax was of more general application in Germany. About the 
Kiauchau experiment Seligman says :— 

*‘The tax was first imposed in the German colony of Kiauchau in 1898. 
When the German Government took over that possession the 
Admiral in charge, von Diederich, was nfuch concerned over the 
difficulties that had developed in some of the Asiatic colonies, 
and especially in the cities opened to the world’s trade by China 
in 1895, where a few speculators had bought up much of the land 
for ridiculously small sums and then held it for sale to European® 
at very high prices. The German Government was about to make 
large outlays in constructing harbours, erecting government build¬ 
ings and building rail-road stations and factories. The admiral 
foreseeing a great rise in land values, thought that it would be 
desirable for the Government to purchase a large part of the land 
and then sell it to intending purchasers as might be needed”. 

The Maharajadhiraja Bahadur of Burdwan. Q .—-May I know if that land 
in question was purchased by Government for agricultural purposes? I think 
it refers more to development schemes than to agricultural schemes? 

A .—I think it had a more general application in Germany later. 

Dr. Paranjpye. Q. —Is it applicable to agricultural land in Germany? 

A .—I do not know for certain. 

Q .—So far as I know they apply this principle in Germany for town plan¬ 
ning schemes. 

A. —I do not know. 

Dr. Uyder. Q. —Would you apply this to agricultural land in India? 

A. —Certainly; that is what I propose. 

Q. —Are there any difficulties in the way ? 

A. —There may be some. 

Q .—There will be difficulty in the separation of true increments, t.e., in 
respect of improvements, from those due to cha iges in the rate of interest, 
rise of prices and so on ? 

A. —Let us take these one by one. Take improvements for example. There 
should be no difficulty on account of improvements. The Settlement Officers 
make allowance for improvements in assessing the land revenue now; why 
should it be difficult to do so in future? What I suggest is this: during the 
iast 30 or 40 years there has been an enormous increase in the value of agri¬ 
cultural and other land. If you want new sources of revenue, tax unearned 
increment rather than increase the salt duty. 

Dr. Paranjpye. Q .—Would you take that increment from the small land¬ 
holders ? 

A. —No, not at all. We may exempt land, say up to Rs. X. 

Q .—Then if a man wants to sell land worth Rs. 2 X, he has only to do 
so twice in order to escape taxation. 

A. —But it should not be difficult to prevent it. It is not impossible to 
detect evasion. 

Q .—The authorities will not be able to find it out. One sale may tako 
place this month and another next month. 

A. —You suggest that the difficulties will be very great. 

Q. —Yes, unless you charge it on all lands without any exemption. 

A .—In the case of urban property also? 

Q .—la town planning schemes, no such exemption is mad*. No exemption 
as you suggest is allowed. 

A. —Now you say that if the exemption is allowed the tax will be evaded 
in every' case? 

C—Yes. 
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A .—I see that; but I think it should not be difficult to prevent evasion 
though I cannot at present suggest any remedy for it. 

The Hon'bit Sardar Jogtndra Singh , Q. —You have said just now that the 
large land-holders are benefited largely. Have you any idea of how many 
will pay revenue above Bs. 500? 

A. —I do not know. 

Q. —They are about 2,300 out of 2£ millions of people and that will bring 
about 5 lakhs. Is that what you suggest? 

A. —I suggested an increment tax and not raising the land revenue. 

Dr^ Paranj'pyt. Q. —If your principle is worked out, I think you cannot 
give exemptions. 

A. —But methods may be found to prevent evasion. 

Sir Percy Thompson. Q. —Have you any experience of the English method 
of taxing the increments? There what happened was this : when the tax 
was introduced a date was fixed and it was to be levied when prices would 
rise above a certain maximum. So far from being increments there wero 
decrements. Is it not also possible that that point is reached in India, viz ., 
that the price has reached just the point above which it won’t go? 

A. —It all depends upon what date you choose. 

Q. —How are you going to pay a tax upon an increment which has already 
accrued? Can you make it retrospective? 

A .—Yes; the German tax was made retrospective. 

Q. —I know; but it was considered unjust in England. 

A. —Every proposal for enhancement will be considered unjust. 

Q. —You will be forced into making it retrospective? 

A. —Yes. 

Q .—Then where are you going to put your datum line ? 

A. —Say 1900. 

Q. —Have you any records of the value of property in 1900 except where 
land was re-settled. Suppose there was a re-settlement in 1890. Where are 
you going to fix your datum line in that case? 

A. —Then there may be some difficulty. 

Q. —Even if you waive the injustice of making it retrospective, you could not 
possibly have the injustice of taking the datum line at different dates for 
different lands. Suppose you take 1900 as your datum line and assume there 
is no re-settlement. 

A. —Do you mean to say that it is impossible to ascertain the value other¬ 
wise? There would have been sales all over the country. 

Q .—What you mean is that by reference to sales you are going to have 
the valuation of land in 1900? The main reason that the existing values 
were fixed in England was due to the sheer impossibility of finding the 
original values of the land. If that was the difficulty in 1909, is it not going 
to be far more difficult to find out the values of all lands in India as they stood* 
on a date 24 years back? 

A. —It would be difficult. 

The Maharajadhiraja Bahadur of Burdwan. Q. —At page 27 of your v notes 
you recommend the exemption of agricultural incomes below a given amount. 

I take it that you have not worked out the scheme yourself but what yon 
have in mind is that you would exempt lands up to a certain limit from 
payment of land revenue. Beyond that would you continue. the payment of 
land revenue or would you abolish land revenue and bring in wbat you call 
income-tax on agricultural income? 

A .—I have no scheme ready. I have only suggested ihat the small cul¬ 
tivator should be exempted. 

Q .—You had no scheme in your mind in giving us the answer to the 
questionnaire ? 

A. —No. 

Dr. Hydtr. Q. —In answer to questions Nos. 28-30, you say that a poll tax 
has no place in a modem financial system’. Are you aware that there waa 
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a poll tax in the Punjab before irrigation was brought to it and there was 
a hearth tax levied on persons who had no visible source of income? 

A—l am not aware of it. 

Q .—Are you aware of the thathameda and the capitation tax levied in 
Burma ? 

A. —No. 

(J.-r-But would you condemn these taxes ? 

A. —Yes, I would. 

The President. Q— With regard to salt, you say you have m^de enquiries 
-and find that the burden of the tax is felt by the poor? 

A. —Yes. 

Q .—Can you tell us the nature of your enquiries? 

A. —I made enquiries among villagers in Jallo (Amritsar district). They 
said that when the salt tax was doubled they felt the increase. They also 
thought that this Committee had the power to abolish that tax and one of 
them said ‘Get this tax abolished*. 

Sir Percy Thompson. Q.—Do you expect any other answer when you put 
that question? 

A. —But the question is whether there is anything which they can call 
their ‘surplus’ income. 

The President. Q. —You think an unskilled worker earns Rs. 360 a year. 
You don’t take the family budget and say how much he spends on salt. 

A. —I have mentioned that in my statement. A family of 4 /persons con¬ 
sumes 4 seers of salt in a month. This is based on enquiries made in Bombay. 

Q. —Is it the same as is consumed in the Punjab? 

A. —Opinions differ. People in towns do not consume so much salt. But 
people in villages consume a little more. 

Q. —But the allowance to a prisoner in the Punjab jails is only 2/3 of that 
in the Bombay jails. 

A. —That may be. This figure of 4 seers is based on enquiries made by 
the Bombay Labour Office. 

Q. —Does it apply to the Punjab? 

A. —It may be half a seer less; but that does not affect my argument. 

Q. —You do not take the proportion which salt expenditure bears to the 
family budget of a man earning Rs. 30 a month. 

A. —It is not difficult to do so. I do not think this figure of 4 seers is 
‘excessive. When I made enquiries in Jallo, the villagers said that their con¬ 
sumption of salt amounted to one seer per man in a month. 

Q .—You propose a tax on tobacco. Did you ask whether the people would 
prefer the tobacco tax to the salt tax ? 

A .—No, I did not. 

Q. —Would,it hit the same people? 

A. —It is difficult to say. But certain classes consume tobacco and others 
do not. The Sikhs do not consume tobacco. 

Q -—In so far as it hits the same person, would he prefer the old tax or 
would he prefer the new tax ? 

A .—I would certainly recommend the tobacco tax. 

Dr. Paranjpye. Q .—In the estimate you have given you say that the 
surplus income is Rs. 21'6. But I think the expenditure of Rs. 1*8-0 is included 
-in the compulsory expenditure. So if that is excluded there, the surplus income 
would come to Rs. 22-14-0 and the percentage would be different. 

A. —But that won’t make much difference. 

Q .—Is there no unskilled labourer in Germany on the margin of subsistence? 

A. —The majority of labourers are above the margin of subsistence. 

Dr. Hyder. Q .—What is your authority to say that the income of the un¬ 
skilled labourer in Germany is 900 gold marks? 
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A .— Conrad. 

Dr. Paranj'pye. Q .—Does the existence minimum of 600 M include the cost 
of his beer and other things which he regards as necessaries but which yon 
may regard as superfluities ? 

A. —It probably does. 

Q —In any country almost every unskilled labourer is nearly on the margin 
of subsistence on account of competition of labour. 

A ,—During the last 3 or 4 years the German unskilled labourer has been 
constantly getting higher wages. 

Dr, Hyder. Q. —You mean real wages ? 

A .—Later* I shall send you an extract from a German newspaper with regard 
to that. 

Q. —Now he may get one billion marks but he can’t get the same quantity 
of bread, butter, etc., for the same amount as he used to get in 1914. 

A. —That may be. 

Dr, Paranj'pye, Q .—You have said that you would rather tax tobacco than 
salt. You do not expect that there would be an outcry against certain classes 
being exempted from taxation? 

A, —I see no objection to the tax on that account. 

Q. —You suggest the selling'of tobacco in packets? 

A .—It will be difficult to sell hukka tobacco in packages. But cigars and 
cigarettes can be taxed by means of a revenue stamp. 

Q .—What is your suggestion? 

A. —License fees for hukka tobacco. 

Dr. Hyder+ Q ,—Do you charge fees even for the cultivation of tobacco or 
is it for selling or for manufacture? 

A .—There should be no license fees for growing tobacco. Tobacco should be 
■taxed when it is sold. 

Dr. Paranjpye. Q. —How are you going to put hukka tobacco in phckets? 

A. —It is very difficult. 

Q .—Would you have a tax on acreage of cultivation? 

A. —No, because the yield in different parts must be different. 

Q .—Where it is small, they may not cultivate. 

A. —You intend that some lands should go out of cultivation? 

Q, ,—When growing tobacco is unproductive. 

A. —Then you impose the tax with the intention of throwing some lands 
out of cultivation. 

Q .—Is it not possible to have a differential rate for the various districts 
according to the yield ? 

A. —You may have a dozen rates but I do not consider it desirable. I don’t 
think that this will work well. 

Translation. 

* With the help of ten appendices it tries, among other things, to prove statistically 
that in spite of the heavy burdens imposed on German industries by the dictation of 
Versailles and the reparation payments involved thereby, in spite of the ten times heavier 
taxation, two to three times higher freight charges in respect of raw materials, doubling 
of social burdens, increase of general costs, increase of interest payments, increased 
exDenditure in connection with welfare arrangements, increase in insurance charges against 
risk on account of the critical economic situation, still 4 for unskilled workers in general 
the real peace-time wages have been reached, for unskilled workers, in part, considerably 
exceeded, and that the actual German wages in a large measure are almost in the same 
relation ’to foreign wages as id pre-war times * *\ 

(Welfcwirtschaftliches Archiv. 21 Band Heft 1, Jan. 1925, Sec Literatur. pp. 94-95). 

Also see Berliner Boreenzeitung of 23 Sept. 1923. 
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Q. —You would have only licensed shops? 

A. —That is only for Kukka tobacco. I would not suggest that for cigars or* 
cigarettes. 

Q> —Have you any objection to licensing these also? 

A. —For cigars and cigarettes I would recommend a revenue stamp on pack¬ 
ages. I think that is better. 

Q .—You would also recommend that for bidis ? 

A. —Yes, because they can be sold in packages. But kukka tobacco cannot 
be sold in packages. 

Q. —You would treat this as a Provincial or an Imperial source of revenue? 

A .—As an Imperial source of revenue. 

Q. —Are you going to make the cultivators sell only to monopolists? 

A .—I do not mean that. Tax is to be collected when tobacco is sold. 

Q. —How are you going to regulate the production? I mean the quantity 
that is produced. 

A. —I have not suggested regulation of production. 

Q .—What is going to happen to the cultivator whose crop is not purchased 
by the licensed vendor? 

A. —You are assuming that there is much more tobacco than the country 
demands. 

Sir Percy Thompson. Q. —It is really this. The monopolist will decide how 
much tobacco he should have and at what price. Supposing the monopolist 
does not take the whole of the tobacco that is grown, there will be a margin. 
So under the system you propose if a monopolist does not take the tobacco, the 
cultivator will suffer by not knowing what to do with the balance of the crop. 

A. —I do not understand why people would grow more than is required. 

Q. —I mean there will always be surplus of tobacco which the monopolist 
may not want. 

A. —That is possible. 

The President. Q. —Are there not a number of . forms in which lower grades- 
of tobacco are used? Is not cigar or bidi making a cottage industry in many 
places ? 

A. —It is. 

Sir Percy Thompson. Q .—You then come to the cotton goods, and suggest* 
that they can bear an increased tariff. In the last few years it seems that the 
limit of taxation has been reached. 

A. —Would you attribute it to the duty? 

Q. —I think it has reached the limit any way. What do you think it is 
due to? 

A .—Unfavourable conditions of production just now. During the war, the 
imports were very much below the normal and I think conditions have not 
become normal yet. I think cotton imports to-day are below the normal ana. 
we might expect an increase in the next few years. That is what I expect. 

Q. —Putting the figures broadly, the imports have gone down? 

A .—Yes, but I expect an increase in the future. 

Q .—You say that you prefer specific duties? 

A .—Of course there must be some ad valorem duties in a general tariffs 
But wherever possible the duty should be specific. 

The President. Q. —Does not the system of tariff valuation make the- 
ad valorem duties specific ? Practically Government say the value of such 
goods should be taken at such* rates. 

A .—I am afraid I have not studied this question. 

The Hon'ble Sardar Jogendra Singh. <?.—Do you think that Lancashire' 
cftnnofc import goods into India at a marketable rate? 

A .—It is very difficult to say that. 

Q. —The wages earned in India and in England are qnite different. 

A .—I would not say that tho decline in cotton import is due to that. 
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26th January 1925. 

Lahore. 


Present : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I., Maharajadhiraja 

Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jogendra Singh. 

Dr. R. P. Paranjtpye. 
pr. L. K. Hyder, M.L.A. 


Mr. C. M. KING, C.S.I., C.I.E., I.C.S., Financial Commissioner 
and Secretary to Government, Revenue Department, Punjab' 
was pxamined. 


Written memorandum of Mr. King;. 

Q. • 15 .—The charge for water is not, in my opinion, adequate, but any 
attempt to raise it will meet with a very strong opposition. We have had an’ 
example of this in the recent agitation against the increase in water-rates. 
This opposition must always be reckoned with. Principles for fixing the- 
charge for water have been laid down by the Government of India, but this 
province has been bound largely by what the charges were in previous years, 
and it has not in fact followed any principle in fixing its rates except the 
broad general principle that it charges more for water applied to valuable* 
crops than for water applied to the less valuable crops. 

My opinion with regard to t\ e charge to be made for the supply of water 
is very briefly as follows :— 

I think that the charge can be divided into three parts, (i) interest on 
capital expenditure; (ii) upkeep and maintenance charges; and (iii) a charge 
for the water which is the property of the whole State and which cannot he- 
given to certain favoured individuals merely because of their favourable posi¬ 
tion with respect to water. Viewed from this standpoint, w r e can charge for 
the water apart from interest and maintenance charges, anything we like up to 
the point of discouraging people from using water. This is the extreme 
limit of the charge we can make, but of course I do not think we should go 
up to this limit. In the production of crops, which result from the applica¬ 
tion of canal water to barren soil, there are two parties— 

(1) the owner of the water, which is the State; and 

(2) the owner of the land. 

In very dry areas, where the land can produce nothing without water, and' 
where the rainfall is totallv insufficient so that it does not compete with canal 
water, the owner of the water will be able to force ap his share of the in¬ 
creased produce of the land very much higher than he will be able to do* 
in a less arid tract, where he has to compete with natural rainfall. Taking 
it as a whole, I think it may be justly said that the increased produce of the- 
land after deducting the increased cost of cultivation on the part of the cul¬ 
tivator or owner, and the cost of interest on capital expenditure and maiu- 
tenance charges should be divided equally—between the owner of' the land 
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and the owner of the water. Under the theory of half the net assets, this 
•equal division of the surplus produce is fully justified. Indeed, it is what is 
supposed to take place in the case of all flooded lands. Government in those 
cases is entitled to half the net assets of the soil to which has been applied 
-directly the water of the river. So also it can be argued that Government 
is entitled to half the increased net assets due to the application of canal 
water to the soil. Thus, in my opinion the maximum limit theoretically of the 
water-rate would be calculated somewhat as follows : — 

Deduct from the produce of the land after the application of the canal 
water, the produce of the land, as it would have been without the application 
of the canal water. From the remainder, deduct the interest charges anl the 
cost of maintenance of the canal, and also the increased cost of cultivation 
due to canal irrigation. Divide the remainder by 2. If -we call this remainder 
R per acre and the interest charges 1 per acre, and the maintenance charges 
M per acre, then the maximum limit of our rates will be R/2 'plus I plus M. 

With reference to (4), I think that if any system of assured measurement 
could be obtained, and if arrangements could be made for distributing water 
issuing from an outlet among the various persons entitled to share in the water 
from that outlet, then it is infinitely preferable to charge for the water by 
volume than to charge for it by acreage rates. 

(5) I cannot conceive of anyone having any knowledge of the problem 
accepting a proposal to sell the water by auction. 

Q , 16. —I entirely agree that when land newly brought under irrigation 
or guaranteed a supply of water for the first time increases largely in value 
in consequence, the State is entitled to a portion 'of the increase, in that (in 
my opinion) it can justly claim practically the whole of the increase. I would 
prefer to take this charge for enhanced value in the form of a lump sum 
rather than in the form of a betterment tax. 

Q. 27.—As far as I know, tenancy laws do not affect the rates to be 
charged for water. 

Q. 38. —I am not in favour of the removal of the exemption of incomes 
derived from agriculture which was given under Act II of 1886. This is not 
because I think there is not a case theoretically for the removal of the distinc¬ 
tion, but because I think that the removal of this distinction in the Punjab 
would cause a great ferment and would be regarded by the people concerned 
as an act of bad faith. The persons actually affected would, I think, be very 
small in number. Rough calculations, I have, show that the persons paying 
land revenue of Rs. 500 per annum and over number only about 2,300 out of 
3^ millions of revenue-payers. If we regard the land revenue as being equi¬ 
valent to one-third, or one-fourth of the net assets (theoretically it is sup¬ 
posed to be* one-half, but we never get within a close percentage of this 
standard), it will be seen that probably less than 2,000 out of 3£ millions obtain 
taxable income from the land. We shall, therefore, affect very, few persons; 
and it is not likely that we shall get more than five or six lakhs of rupees 
in income-tax. This figure must not be taken as more than a very rough 
guess. I do not think we should be justified for this comparatively small 
sum in causing a ferment in the whole agricultural population. People will 
feel the tax, even though it is not imposed upon them. 

Q. 39. —It will be seen from what I have said in my answer to question 
No. 38 that I do not agree with dicta contained in this question. 

Q. JfO .—I am not in favour o*f reducing the limit of liability to income-tax 
below Rs. 2,000. Even now it is very difficult to obtain evidence of the taxa¬ 
bility of the person, and if we lower the limit, we shall have either to include 
all persons who do not derive income from land or else we have to let off people 
who really are taxable. It is difficult enough, as* it is to decide, in any case, 
whether a person’s income is Rs. 2.000 or Rs. 1,900. It is far more difficult 
to decide whether his income is Rs. 500 or Rs. 490. I think it was a step in 
the right direction when the taxable limit was raised from Rs. 500 to Bs. 2,000. 

Q. 61. —No. 

Q • 62 ,—I am not an advocate of total prohibition at the present stage, and 
T do not therefore think it necessary to give my opinion on the schemes for 
•making good the loss of revenue which would result from total prohibition. 

Q. 63. —I do not propose to give an answer to this question. 
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Q. 6 }.—I think that the taxable capacity of the province has been reached, 
and that any further increase in rates would cause a great diminution in the 
return from excise taxes without any corresponding diminution of consump¬ 
tion, owing to the large amount of illicit consumption of all excisable article? 
that would inevitably take place, 

C- 65. —I consider that the Still Head Duty rates in the Punjab are not 
too high. I am not in a position to say whether the rates in other provinces 
are too nigh or too low. 

Q. 66. —Recent increases in rates have been followed by increases in illicit 
production of liquor. It is doubtful, however, whether part, if not the whole, 
of this illicit production is not due to diminished facilities for obtaining liquor 
rather tha& to the increased price of liquor. Probably both causes operate. 
Before reducing the rates, I would prefer to increase the facilities for the 
obtaining of licit excisable articles. 

Q. 67. —First part—yes. Second part—no. 

Q. 68.— No. 

Q. 69. —I do not think that there should be varying rates, 

Q. 70. — Tari is not used in this province. 

Q. 71 .—I do not think that there need be any great variation in the rates 
of taxation on ganja , char as and bhang. 

Q. 72. —As far as I know—yes. 

Q. 78. —The present system of disposal of licenses for retail vend by auction 
is, I think, the most suitable for this province. An attempt at gallonage 
rates proved disastrous. 

Q , 7Jf. —It is not true that the reduction in the number of licenses ha* re¬ 
sulted in a great increase in the value of those that remain on the ground of 
monopoly. What has happened is that the reduction in the number of license*, 
especially for country spirit, has stimulated the production of illicit country 
.spirit, and this has in many cases decreased the value of retail licenses. 

Q. 75 .—I am entirely in favour of uniformity of rates for all excisable article*. 

Q. 76. —No. The effect of its introduction on revenue would be decidedly 
depressing. 

Q. 77. —I think it is imperative that steps should be taken for the control of 
opium smuggling. As most of the smuggling is from the Rajputana States, action 
can be taken effectively only by the Government of India which is the suzerain 
power. 

Q. 96. —I regard a tax as an arbitrary exaction made by the supreme Gov¬ 
ernment from its subjects. A rent is an exaction made by the owner of land 

for the use of the land. The main difference between the two, as I see it, is 

that a tax need not be subject to economic laws, whereas rent is subject to 
those laws. The fact that in the Punjab the basis of our land revenue is a 
definite share of the rent seems to me to bring land revenue within the cate¬ 
gory of rent rather than the tax. I do not know if these considerations apply 
to other systems. 

Q. 97. —I do not believe that the prosperity of the cultivator has been 

affected by the land tax in this province. It is affected far more by famine 
conditions rather than by anything else, and as that cause has been rendered 
comparatively inoperative by the large increase in cultivation due to new 

canals, the cultivator has become increasingly prosperous in the Punjab. 

0. 98 .—Land revenue in the Punjab varies with the quality of the land 
assessed. It is incorrect therefore to say that it ignores the ability to pay. 
If you have two persons each with 10 acres, one of them holding ckahi and 
the other barani land, the person who holds ckahi land has to pay possibly 

twice as much as the person who holds barani land in the same neighbour- 

-hood. The reason for the difference is that he gets twice as much out of hia 
ckahi land as the owner of barani land gets out of his barani land. Most 

assessments are fixed for terms of 30 years. This gives the element of cer¬ 

tainty which is desired. It would be wrong to go beyond this. With a fixed 
assessment there can be very little tyranny and extortion on account of revenue 
collections. If the time of payment of revenue is / at all 

inconvenient, dates can be fixed tohich are more convenient. This fact 
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has been stated at least once in the local Legislative Council, and per- 
sons, who object to the present dates of payment, nave been invited to suggest 
other dates. But, as far as I know, no such suggestions have been made. In» 
the case of fluctuating land revenue, there might have been an opening for 
tyranny and extortion under the old conditions when kharaba was given 
according to the will of the assessing officer; but with the disappearance of 
those conditions the possibility of tyranny and extortion has vanished, though 
it is still possible, if there is not proper supervision, for a revenue-payer to* 
bribe inferior officers, and thus escape the payment of his proper share of 
revenue. I do not believe that there is ever any case of a man having to pay 
money to avoid the payment of revenue wnich is not fairly leviable from him* 
but it probably frequently happens that an underling is bribed to let a man 
escape from the payment of just dues. It is wholly incorrect to say that 20' 
per cent of the revenue is spent on collection alone. Such a statement is 
wildly inaccurate. 

Q . 99 .—Of course there must be inequality in the payments made as the 
area assessed progresses. I do not know of any practical way by which this 
inequality can be avoided. It is impossible to return to the appraisement 
methods of Dewan Sawan Mai. 

Q. 100 .—The only way in which income-tax on agricultural incomes could 
be levied in this province would be to fix the income in terms of the land revenue. 

I think that any attempt to ascertain yearly what the agriculturist’s income 
actually is, is quite impracticable. 

Q. 101 .—I am opposed to a tax on mutations because it might lead to the- 
concealment of transactions, and a consequent deterioration of our land records. 

Q. 102 .—I think that some form of tax should be imposed on land specially 
brought under irrigation. Except for this, I wouM not act on Dalton’s principle. 

Q. 103 .—This question is not important in this province. 

Q. lOlf ..—I think that the only satisfactory method of comparing the 
incidence of land revenue in different provinces is that indicated in (3) or {5). 

Qs. 121 — 136 .—I think that an acreage duty upon tobacco might be imposed, 
but it would be necessary to impose it throughout the country and not only 
provincially. 


Mr. King gave oral evidence as follows* 

The President. Q. —You are the Financial Commissioner. 

A. —Yes, Sir. 

Q. —Do you distinguish between the Financial Commissioner of Revenue and’ 
Development? Or you are Financial Commissioner of both? 

A. —I am Financial Commissioner for Revenue. There is also a Financial 1 
Commissioner for Development. 

Q -—You take all matters connected with Revenue. You are also Secretary to 
Government in that department? 

A. —Yes, Sir. 

Q. —Is your opinion given here your own personal opinion, or that of the 
Government ? 

A .—It is not the opinion of Government. I was simply asked to give my 
opinion, I think, as Financial Commissioner, and I have given it. I think I have 
no existence as a private individual. 

Dr. Hyder. Q. —You are the Chairman of your Economic Enquiry Board? 

A. —As a matter of fact the Board of Enquiry consists of two branches, (rural' 
and urban, I am the Chairman of the rural brand and the whole Board is presid¬ 
ed over by Mr. Harkishan Lai. 

Q •—I understand your province is the only province which has got its owa<- 
Economic Board of Enquiry? 

A .—I think so. 

Q. —Why did they not give Rs. 25,000 for the continuance nf its activities t 

A. —We have got something this year. 
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Q .—Can you give us an idea of this Bourd ? 

A.— -This Board was founded by Sir John Maynard some years ago. The 
'Government have issued a press communique explaining the objects of this Board. 
It was started in the year 1919 and the < ommuniqu6 says that this was done to 
encourage the scientific study of the ecoiiomic problems of the province. These 
problems are of two main classes, the rural and urban, and in the former would 
be included such questions as the size of holdings, the economic holding, the 
consolidation of holdings, the transfer of land, tenancies, outturn of crops, cost 
of cultivation etc., while among the latter are matters such as housing of the 
poor, congestion in towns, vital statistics, infantile mortality, the prices of food 
and wages, commercial statistics and sp forth. Arrangements have accordingly 
been made for the creation of a standing Board of Economic Enquiry which 
will be divided into two branches, rural and urban problems. The two branches 
will not be rigidly distinct and will work in co-ordination and when necessary in 
joint session. 

Q .—What is the procedure you adopt in regard to this economic enquiry? 

A. —The rural part has been functioning only for the last two or three years 
and so far most of our activities or a great deal of our activities have been devoted 
to the framing of our questionnaire, and that has taken a good deal of our time 
and involved much labour. It is 1 ntended for the guidance of the investigator. 
It is drawn up to facilitate the enquiry into the village problems. The object 
is to ascertain the real facts of the situation and not the opinion of the individuals. 
As you know, any such enquiry must be intensive and thus the investigator has 
to live in the village for a considerable time in order to enlist the sympathies 
of the villagers and get himself acquainted with the affairs of a village. The 
investigator will not only enquire about the facts mentioned in this questionnaire, 
but if he finds any other problem which would interest the Board, he will bring 
it to the notice of the Board. 

Q .—With regard to this economic enquiry you require still more money, do 
you not? 

A .—Well, I should think so. We are still only in a tentative stage. I depre¬ 
cate the idea of going further than this questionnaire. We are going stage by 
stage. We have chosen six villages scattered all over the province and we 
are doing work in these six villages. We have a paid investigator who 
conducts the enquiry in subordination to one particular member of the Board. 
.One is at present doing a village in Amritsar district. He will probably take 
a yeacp at it. It is a village of fairly large size. One enquiry may take even two 
years. 

Q .—If it is considered that there should be an enquiry of this sort all over 
the country, you will take many years to survey the whole of the Punjab? 

A .—We should not take all the villages. We should only take typical village* 
and apply the conclusions to all other villages. 

Dr. Paranjpye. Q .—How did you choose this village as a typical village? 

A .—The Board prescribed the factors which made a typical village. For 
example, it should be a canal, irrigated village, if possible a Sikh village. We 
chose it in Amritsar district because I knew this district very well, as I had 
been Deputy Commissioner there for a long time. I then wrote and asked the 
present Deputy Commissioner to name an average typical village and we decided 
to take the village he named after I had checked his recommendation by my 
own knowledge of the district. 

Q .—Then you say that by this procedure you will get a fairly correct picture 
of the average village in a tahsil? 

A. —Yes, but it depends upon the size of the talisil. One tahsil might be 
too big or too small. It depends chiefly upon the homogeneity of the tahsil or 
district. We have not selected only one village for this enquiry, but we have 
selected six villages. 

Q .—What do you pay your investigator? 

A. —Rs. 150 a month. He should be a graduate of the Punjab or any other 
University and a graduate in Economics. 

Q. —A fresh graduate? 

A. —Yes, it will be very useful for him to do this work as post-gradual# 

*«tudy. 
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Q .—Such an investigator is perhaps supervised by the Deputy Commissioner T' 

A. —No, he is purely under the direction of the Board. The Punjab Economic 
Board is purely a non-official body. 

Q. —Don’t you think that if you utilise the revenue officials of the district 
who are well acquainted witli the economic conditions of the village, it will b& 
more useful or quicker in carrying out this work? Apart from the supervising 
work, you might proceed more quickly? 

A. —Then you might make it much more bureaucratic. By the present system 
we try to do the work from the point of view of a purely scientific enquiry- 
We want to keep the Government as far as possible away from this kind of 
■enquiry. 

Q .—Would it give you any idea of taxation? 

Q .—No, our object is not to find out anything connected with taxation at 
all. Our primary object is a scientific enquiry, that is, purely an economic 
enquiry. 

Q. —Simply to find out how the people are and what are their conditions? 

A. —Yes. 

The President. Q .—You have made some enquiries into family budgets, have 
you not? 

A .—Yes-, only in Lahore. That is only for clerks I think. It was made by 
Mrs. Caleb. It was done by the urban section of the Board. I think they have 
also done something with regard to ghee and milk. 

Dtr. Uyder. Q. —In estimating the value of water from canals, I wish to ask 
you some preliminary questions of accounting. With regard to the question of L 
indirect revenue from canals, may I ask you what items are included therein? 

A. —Indirect revenue from canals? 

Q. —Yes, I ask you what particular items are included in this indirect revenue 
from canals? 

A. —You mean indirect credit by the canal department. That is not indirect 
revenue, but it is revenue pure and simple. 

Q .—Then would you include malikana’i 

A. —Yes, certainly malilcana and land-trevenue. The whole of it goes to the 
canal revenue. 

Q. —Would it include the sale proceeds of the canal land? 

A. —That goes to the capital cost. It goes to, the capital account, not to the- 
revenue account. 

ft 

The President . Q .—You have laid down the formula of _ plus 1 plus M only 

2 

as the maximum limit of your rates ? In that you have included a portion of 
the land revenue as well as irrigation return ? 

A* —Yes. 

Dr. Eyder. Q.—You have got no owners* rates, but you have occupiers*' 
rates ? 

A. —Yes. 

Q .—You have malihana ? 

A.—Yes, only on those lands which belong to Government and are held by- 
tenants. 

Q •—In the past you had owners* rates? 

A .—I think it was abolished about 15 or 20 years ago. 

G*—Then with regard to your formula? 

A- But that is my own personal opinion; in that case I am not representing 
Government at all. * 

Q *—What is the total capital at charge on irrigation works? 

A,—I cannot give you that, I am afraid. That qnestion the Irrigation; 
Engineer will be able to answer. 
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Q. —Ip your report “Land of the Five Rivers” for 1922-23, you estimate in 
para. 127 that your net profit from the canals comes to Rs. 270 lakhs. That is* 
after deducting the interest on the capital invested (which was previously 
advanced by the Government of India). My point is with regard to the 
capital at charge, to know at how much this works out ? 


A .—I am sorry I cannot give you that. 


Q .—Now with regard to your formula, you say, deduct from the produce of 
the land after the application of water the produce of the land as it would have 
been without the application of the canal water. From the remainder deduct the 
interest charges and the cost of maintenance of the canal and also the increased, 
cost of cultivation due to canal irrigation. Divide the remainder by 2. If this 
remainder is R per acre and the interest charges I per acre and the maintenance 


charges M per acre, then the maximum limit of your rates will be 'flu* I 

2 


plus M. 

This is the extreme limit to which you could go and you will deduct the value 
of produce per irrigated acre from the value of produce as it was without any 
water ? 

A. —Yes. 


Q.—Plus any incidental increase in the cost of cultivation after water’ has 
been provided? 

A.— Yes. 


Q .—That gives you interest, your maintenance, share as a monopolist, etc., 
and that is the extreme limit to which you could go? 

A. —Yes. I say that the whole of the net increment is what you could take, 
but in order to give a man an interest in his own land, as a rough idea you would 
have to go to half. That is what my formula means. 

Q .—You think that could be made a scientific principle underlying the water- 
rates, I mean your formula? 

A .—I think you might go up to that. I should say that is the upward limit 
to which you might approximate, having regard to the conditions of the province. 

Q .—In your original item there is no charge for land revenue? 

A .—You mean in the increased produce? 

Q.— Yes. 

A .—I think the land revenue would come under the increased cost of culti¬ 
vation. 


Sir Percy Thompson. Q .—You don’t mean that. 


R 

Your---is going to be the 
2 


total increase, as between the Government and the cultivator? 

A .—It means this, ‘that if you take the whole of the increment due to the 
application of water as your water rate and not the limit I have suggested, you 
won’t be able to get any increase in land revenue. 

Q. —Don’t you mean that the total charge will be the hypothetical water rate? 
A. —Yes. 


Dr . Eyder. Q .—'You cannot raise your land revenue on your canal irrigated 
area ? 

A .—If you have increased your water rates up to the amount I have given 
in my formula, you can raise your land revenue. Under this formula I am • 
R 

leaving the IandoTOer ~ and it is possible to get land revenue out of this 
remainder. 


Q .—Are you prepared to apply this formula to other provinces? 

A .—I have no knowledge of other provinces and I cannot say anything about 
that. 

Q .—With regard to your own province, you will have to make an allowance in - 
the case of owners adjacent to the river side who could divert the water, subject 
to the condition, of course, that he would not stop the flow of water ? 

A. —No, he is not allowed to divert the water as he likes without the consent r 
of the Government, because the Government is the owner. 
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Q .—Yes, the Government is the owner, and the Government has been charg¬ 
ing water rates to even the'private owners? Your position is that Government is 
the owner of the water? 

A .—Yes, I should say offhand Government is the owner of the water. 

Q .—Surely in the Punjab this is an important matter and you should know 
what the value of the water is, because you will have to base your water-rates on 
the value of water. Was any calculation made in each locality in the canal area 
of the value of water? 

A. —Certainly all these factors should have been taken into consideration 
before the water rate was fixed. 

Q. —What about the question of constructing canals in less profitable areas? 
The rates should be the same or* different? 

A. —Do you mean less profitable from the point of view of having less 
•rainfall ? 

Q. —Yes, not favourably situated. My point is that if there are such tracts 
not very favourably situated, should the water rates be the same as they are 
round about Lahore or in any other canal area or should they vary? 

A. —From one point of view the increase in the produce due to the construction 
of a danal is much greater from land unfavourably situated as regards rainfall 
than from land favourably situated as regards rainfall. The owner of the water 
where the canals are newly opened and where there is no rainfall at all will he 
able to force up his share of the produce of the land. Another point of view is 
that if you charge high rates from favourably situated lands because of the good 
yield, the people there won’t take water because they will depend upon the rain¬ 
fall. My opinion is w r hen desert land is newly brought under irrigation or guaran¬ 
teed water, and that increases the valtie of the land, there is no reason why you 
should not take practically the whole of the increase got by the supply of water. 

Dr. Paranjpye. Q. —You suggest that by your formula R/2, which will leave 
the owner a particular sum, you can realise increased land revenue, but if you 
will go to your answer 16, you say that you would prefer to take this charge for 
enhanced value in the form of a lump sum rather than in the form of a better¬ 
ment tax ? 

A .—I am thinking there of the profit that he would make if the land revenue 
is not increased. 

Q .—After all, you leave him the net advantage; therefore the betterment of 
the land would be practically the capitalised value of ^R. Therefore when you 
take part in betterment tax, you mean to take part of the capitalised value? 

A .—I simply say that these are the limits up to which you can probably go. 
1*8 ay that the State is entitled to take this, and not that the State should take it. 

Q .—Then with these three successive extortions, you practically leave nothing 
in the hands of thp man ? 

A. —But I say that the ordinary owner ol the land has not done anything to 
earn the benefit he derives from this canal. 

Q ,—Why do you say in the beginning that you are going to leave £R and 
further on say that you are going to take some part of -J-R in two instalments? 

A .—I only say that theoretically you can take the whole of it, there is no reason 
why we should not do it. 

Q .—Will not there be any way of construing the canals on a purely financial 
and commercial basis ? 

A. —Quite possible, that solves some difficulties certainly. 

Q. —If instead of the State going to the State Irrigation Department, it gives it 
to some private capitalist? The private capitalist would buy up the lands and 
then sell the lands to the highest bidder? 

A. —I do not know if it is feasible. I cannot give you any opinion on this. 

Sir Percy Thompson. Q .—You say you can charge a betterment tax. I am 
sure you cannot do that. You take the whole of your interest, whole of your 
maintenance charges and 50 per cent, of the balance. How- can you do this? 
If you want anything more, can you not take it straight away, §, $ or 4/5ths 
or any proportion you like to name? 

A. —That is the limit for the' water rates. 
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Q.— I thought your — — plus I phis M was the limit ? What about your 
enhanced land revenue? 

A. —If it is due, you can take it. The difficulty is that I am trying to 
keep land revenue quite separate from water rate. They are totally different 
rates. 

Dr. Paranjpye. Q. —Is it absolutely necessary to keep these two things 
separate? Now that the Local Government has got land revenue and irrigation 
entirely >for itself, why should we have these complications? Why make the man 
complain three times at any rate? 

A .—What actually happens is that land revenue and water rates are always 
reckoned up together. Although Government charges them separately, they are 
considered by the payers as one government charge. I have often thought that 
it should be possible to amalgamate all these and charge one rate. But the 
reason why you keep land revenue separate is because it enables you to allow 
for differences in the soil. 

Q .—Find out whatever profit the cultivator makes and charge each piece of” 
land according to the profit, but do away -with your land revenue and water rates- 
as separate items, and charge in one lump sum for each year. 

The President. —That is the system we have in the South. If the soil ie- 
good, the net assets are greater. 

Q. —How do you do it with the fluctuating rates? 

A .—May I explain how our fluctuating land revenue works out actuallyf 
We have a canal rate which varies according to the crop, so much for sugar-cane, 
so much for wheat, so much for barley and gram, etc. Then we have a land 
revenue rate which varies according to the soil. It may be Rs. 5 or Rs. 2 per 
acre, but that is fixed. It has nothing to do with the crop outturn. It is 
charged for each particular square. and each square is classed according to the* 
soil* qtiite apart from what crop is grown. If the man cultivates two or three 
crops in his square, say wheat, sugar-cane or something else, land revenue is the 
same, there is no difference in that, but his water rate will differ according to- 
the character of the crop, it may be Rs. 12 for sugar-cane, Rs. 5 for wheat and 
so on. 

Q. —Then land revenue represents an attempt to assess the unimproved value. 
Is not that unimproved value? 

A .—This is not the same as the unimproved value. The unimproved value as; 
waste is nothing. Land revenue is an attempt to make out the differentiation. 

Dr. Paranj'pye. Q .—When you talk about your R/2 formula, don’t you think 
that R/2 should be calculated according to the best methods, that is, accordion 
to the best crop. Why do you leave the option to him as to what crop he- 
will grow. Don’t you ask him to cultivate the soil in the most profitable 
manner and charge your R/2 according to that, without any consideration to the* 
particular crop? 

A. —I think you will find people against this. They prefer to have a higher 
rate for a valuable crop and a lower rate for a cheaper crop. 

Q. —Why should they not grow valuable crops always ? 

A .—I cannofb tell you why they do not do it. They have a rotation and’ 
they prefer to be allowed to choose their own crops in their own way. If you* 
haVe a dead level of occupiers’ rate, -then it would not be popular. People 
would not like it. I do not think the small cultivators could do with it, and 
you cannot press them. Perhaps big cultivators may like it, but the small 
cultivators have not got the foresight to see this. This will be still more un¬ 
popular. 

The President. Q. —Would it be possible to settle with all the cultivators- 
working from one outlet ? 

A. —It will lead to more murdera. The big man will get the water every 
tima 

Sir P^rcy Thompson. Q .—I understand that the total increased charge, call 
it by any name, is going to be R/2. I was going to suggest whether it would 
not be possible to take two-thirds of R instead of half of R. At present you 
wrangle with him twice and if the whole thing is combined, you will have oae- 
wrangle. I do not say two-thirds is a right figure. 

J> 
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A .—That is to say you don’t consider land revenue and take land revenue 
as a basic rate and add to it the water rate. 

Q. —Yes. What you are entitled to take, take by all means. You may take 
in any proportion you like. But take it once for all. Bet the man see what you 
are going to take. Let there be only one figure. 

A. —Yes, I think you may do that. In that case my formula goes; then 
you have got to take thetfhwhole increase. You leave him just sufficient to 
induce him to cultivate. 

Q. —Do what you do ncw ? 

A. —Yes, but we do not take the whole increase. 

Q .—Take some other figure, but take it in one combined charge. Take 50 
per cent, if you think right, take 60 per cent., but whatever the figure let it be 
in one combined charge. 

.4.—Yes, I do not see why you should not. If you accept that position that 
you are entitled to the whole increase, the difficulty is how to get the figure. 

Q.—-It is not more than 50 per cent of the net proceeds ? 

A. —It has been for generations. It has always been 50 per cent in the 
Punjab. 

Q. —I do not think 50 per cent has got the sanctity of ages? 

A. —I think in the Punjab at least it has got the sanctity of ages. As far 
as we are concerned it is that. 

Q. —Would you not probably get increased revenue more easily than under the 
present system ? It would be a perfectly intelligible thing to the cultivator. 

A .—I think he understands the present system. 

The President. Q .—The difficulty is that yon have to take it on land 
revenue principles. If you take one-third of net assets of irrigated land^in an 
area where it is expensive to supply water, .the result is that >oui increased 
land revenue does not pay ths interest on capital cost of your irrigation work. 
That system acts as a check on new developments. 

A .—That does not apply in the Punjab. 

Q. —As you go further and further towards the margin, would not your works 
cost you more and more? 

A. —Yes. 

Q. —And if you reduce your land revenue percentage on the land, your 
return calculated on the net assets of irrigated land may come down to the point 
that it would not pay? 

A .—Why should you reduce it. 

Dr. Paranjrye. Q. —Would it not be possible to estimate before yon con¬ 
struct 'a canal what it is going to cost you and adding the maintenance and 
other charges lo it, then say to the agriculturists that unless they pay a certain 
percentage of the increase in their net profits, say 75 per cent., the canal would 
not be constructed? 

A .—He would not realise what 75 per cent would mean. We have to tell 
him ‘we charge you such and such rates ’. 

Q.— Under the old canals you would charge him lower rates than under the 
new ones? 

A. —Quite. 

Q.—Would they regard it as fair? 

A .—If they were told that they would not get the water jinless they pay those 
rates, that would be all right. 

Q.—Afterwards would they not begin to say that their rates are higher? 

—By that time we might have sufficient time to raise the other rates. 

7Ke-M* a*We Sardar Jogendra Singh. Q. —Water rate and land revenue are 
both ehiKgas 4m agricultural income? Can you define agricultural income arid 
determine it for the purpose of these charges? 

A. —We endeavour to ascertain what the produce of the land is. 
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Q. —Would you lay down any rules for determining agricultural income for 
the purpose of these charges? That is, can you put it on a scientific basis? 

A. —Our method of determining agricultural income from the point of view 
of land revenue has hitherto been different from the. method from the point of 
view of water rate. For the land revenue all calculations are based on rental. 

Q .—But if we have in the first instance the agricultural income determined, 
then we can say that we charge so much on it for the land revenue and so on. 

1 want to get at the modern idea of taxable surplus in the case of agricultural 
incomes, that is, what is left to the cultivator after allowing for his cost of 
production and so on. 

*4.—Would you include rent in the cost of production? 

Q. —Certainly. We have to fix a certain limit. You have to determine what 
•that limit is and whether you can charge both land revenue and water rate. This 
must be on a certain income and I want to know how you ascertain that income. 

A.~I prefer to think that it is for the increased income that he is likely to 
rget that he should be charged. 

Q .—If you take 50 per cent in the case of water rate as in the case of land 
revenue, what would be the combined rate? What percentage does it bear 

to the total income? Is it possible to levy up to that standard? Does it leave 
any margin to the producer if yon levy up that standard ? 

A. —I certainly think that if ihe State constructs a canal and provides the 
irrigation, it could theoretically take practically the whole of the increased pro¬ 
duce due to its making of the canal. 

Q .—The State is after all interested in its'subjects. If your suggestion is 
adopted would it help the prosperity of the people? Will it not trench upon 
Their power of production if you charge such a rate ? 

A. —I think you will also have to take political considerations into account. 

Q .—No. I don’t want that. From actual practice, taking the case of a 

•village where the production is greater and another village where the production 
is smaller, are you not shutting up the sources of revenue? 

A. —I don’t think you are doing that. In the case of our colonies ihe con¬ 
tractors are willing to take land from the owners and pay the latter as much as 
Rs. 800 or Rs. 1,000 a square. Again those contractors do not cultivate the land 
Themselves, but they sub-let them on the half batai system, themselves paying 
half the water rate and land revenue and they make a profit out of that. Why 
•should they do this unless there is a profit? 

Q.— Then why not take that and work it as the margin? Again will it 
hold good m the case of small holdings? In some districts, for instance, 

Xyallpur, the average holding is only about 5 acres. 

A. —But some of yaur smallest holdings are irrigated by wells, which are far 
-more expensive than canals. 

Q .—The point is, what will be that standard of tax which will not trench 
upon the productive power of the people and at the same time yield good revenue ? 

A. —I do not think you can fix an arbitrary standard. It must vary. 

Q .—You say that the Government does not take land revenue up to the-50 
per cent. ? 

A. —Yes, as a rule. 

Q .—Are yo r u of opinion that the time has arrived when the standard should 
be revised, that is, to bring it in conformity with the usual practice? 

A. —I prefer not to give an opinion on that. 

Q .—Not your personal opinion even? 

A.—l prefer not to give an opinion on that, though I have definite view* 
about it. 

The Maharaiadhiraja Bahadur of Burdwan. Q .—Do you think it at all a 
practical suggestion that the water rate should be combined with the land revenae? 

A.—- Both being fluctuating? 

Q. —Yes. 

A .—I am afraid I have not considered that in detail. But I have con¬ 
sidered the possibility of having a fixed land revenue and combining the whole 
let. That is much easier, I think. 

D 2 
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Q. —But when you have your land revenue fluctuating and your water rate* 
not fixed, is it practicable to combine the two? 

A. —Of course in many places you have got a fixed land revenue, for instance, 
in the Upper Bari Doab canal., There a combination would be almost an impos¬ 
sibility. But the combination might be possible in the Lower Chenab canal. 
At present I am speaking off-hand. I can see no reason why you should not 
combine, except that it does not give that flexibility which you have under 
the present system of differentiating between soils. 

Q. —Is it not the practice mostly in the colonised areas, that you charge- 
different rates for the different kinds of crops?' Would it be possible to have 
a uniform rate irrespective of the nature of the crop raised? 

A .—I think it will be impossible judging from the fact that you have small 
cultivators. I do not think that the man has prudence or vision enough to save- 
money on Uie more valuable crop and utilise the money when there is need 
for it. It is much better to take it from him when he has money. 

Q. —The other day we were told that formerly you had a differential rate for 
water in areas outside the colonies. In one of your replies you say that ‘ the 
charge for water is not, in my opinion, adequate but any attempt to raise it 
would meet with very strong opposition’. Bearing this opposition in mind, 
suppose you put back the old rate under which you charge more for water in- 
areas outside colonised areas? 

A, —We have now raised our rates and the extra As. 8 which we used to- 
charge formerly has been absorbed in the present rate. 

Q. —Now suppose that in those areas you raise this rate further. Do 7 you 
think that there will be the same objection as there would be if you raise it- 
ujriformly ? 

A. —Are you talking about the actual lands that have now been paying these - 
rates or future lands? The conditions are different in the two cases. 

Q. —Actual lands. 

A.—There will be strong opposition to any increase. 

Q .—My point is this. You probably built a canal to benefit a certain colo¬ 
nised area. But that canal passed through other areas and the people in those- 
areas are also benefited. Now if you were to raise the rates and you have- 
differential rates; having a higher rate for those for whom it was not originally 
intended, would there be the same objection as there would be in the raising 
of the rates in your colonised areas? 

A. —Not if you did it from the beginning. For instance, 'we have got our 
Sutlej Valley project now in hand which will irrigate, I understand, about 
400,000 acres of proprietary land which does not belong to the Government. 

1 think it would be quite fair if you demand the betterment tax from those- 
400,000 acres, the produce of which is increased by your constructing the canal. 

Q. —You think that in this project, at any rate, this betterment tax would 
be justifiable? 

A .—I should prefer it to take in a lump rate. 

Q. —You would introduce your rates in such a way as to appear on the surface- 
to be uniform? 

A .—I would have a uniform rate and in addition a betterment tax for these 
proprietary areas. 

Q. —But in the areas where you have now got this uniform rale, have youv 
got the betterment rate? 

A. —No. 

Q. —Suppose you introduce it? 

A. —We did have it and we have removed it now. 

Q.—You don’t think that at present it will be possible to reintroduce it? 

A. —I think it would cause great discontent. I should prefer not to raise it. 
now. Another reason against it is this. You have got to compare different 
colonies. If you have got a betterment tax such as you suggest, you cannot 
apply it only to the areas in colonies which were proprietary areas but also to 
the older colonies. Suppose you want to put an extra rate on the proprietary- 
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.areas on the Lower Chenab canal because it is very good nroprietary land 
arid the people have done nothing to get the canal; then the colonists will quite 
justly say, ‘you raise it here, why not raise it on the Upper Bari Doab canal * ? 
"Now if you increase it, it will amount to increasing the water rates on all 
the canals and that would cause very great discontent. 

The Ron'bit Sardar Jogendra Singh. Q. —Would you favour the fixing of 
profits on your capital just as in the case of railways? That is, if that profit 
is reached, that will be enough. Would you give a limit to the profit to be 
derived ? 

A. —In my note I suggested that you should have a fixed rate for interest 
and maintenance charges and you can charge any rate for the use of water. 

Q. —My .point is this. Suppose you invest a crore of rupees on a canal. 
Would you favour having, say, a rate of 6 per cent after paying the charges ? 

A. —You should not look at it from that point of view. You must look at it 
from the point of view that the Government is a monopolist of the water. 

Q.— Should you not look to the prosperity }f the State, that is, the people? 
Would you not favour the accumulation of capital in the hands of agriculturists ? 

A. —That is not it. Now a person makes use of the canal water. He gets 
the advantage of canal irrigation and in consequence of allowing him to retain 
that advantage, you will have to raise the taxes of people who do not get the 
water. This case is different from that of the post office, railways, and other 
undertakings. Whereas every one can use the railway or the post office, only 
a fraction of the people of the Punjab can have canal water. You can keep 
the rates on railways and post offices low. You can do that where it is gener¬ 
ally used by the people. But where it benefits only a section of the people, 
•then the people who are not benefited have a right to complain that they do 
-not participate in the benefits enjoyed by the other people. 

Dr. Hyder. Q. —But surely this section is a large section? 

A. —It is less than half of the total population. 

7'Ae Hon'hie Sardar Jogendra Singh. —Would you favour another suggestion? 
Suppu&e you limit your profit to 6 per cent and you actually get 12 per cent. 
Would you earmark this extra amount that you get for agricultural purposes? 

A. —I don’t see why you should earmark it for any purpose. 

Q. —So you say that you would not favour the accumulation of capital of 

agriculturists in this way. Have you any other way of helping them? 

A .—I don’t think that this should be allowed to accumulate in the hands 
of the people. It should go into the hands of the- State. 

Q .—Is the State justified in charging as much water rate as it likes? Can 
it trench on the prosperity of the people? 

4.—I don’t think we have gone within a measurable distance of trenching on 

•the prosperity of the people. There are large landholders and as I have already 

told you the contractors are willing to take the land on leases under these 
-conditions. 

Q .—That is only for big areas. 

A. —Even for 25 acres it is so. 

Q .—In the case of the village money lender if he takes an interest of 12 to 
"24 per cent, you condemn him. Do you think that the State can earn what ifc 
■can ? 

A. —I think the position is quite different. When the Government is a 
monopolist, it is a legitimate form of taxation. 

The President. —Your view is that just as Government is entitled to take 
a share of the produce of the soil, it is also entitled to take a share of the 
return on land which is more favourably situated in relation to irrigation? The 
cost of putting water on the soil does not govern the matter? 

A. —No; decidedly not. I do not think that ought to be considered. 

The Hon'bit Sardar Jogindra Singh. Q .—My point is that there should 
he an ethical limit to it. 

A. —I think there should be no limit. Government is entitled to share in the 
increased prosperity of the people due to the canals. 
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The President. Q w —As regards earmarking the profits, Mr. Sangster told us* 
that he would treat the irrigation enterprises as a whole, combine all the systems* 
and have uniform rates. Do you accept that? 

A. —I would hesitate to accept that. 

Q. —May I come back to the question about land revenue due to irrigation? - 
That is only a pro forma account to see whether each work is paying its way?” 

A. —I think so. 

Q. —You said that the principles were laid down by the Government of India*. 
Can you refer us to them? 

A. —I will send the papers to you. I think it was in 1904 or 1905. 

Q. —Mr. Sangster told us that he would make the rates uniform throughout 
the province. Do you accept that ? 

A.—1 accept it. 

Q. Practically to a very great extent you do charge by volume everywhere- 
inasmuch as each person is entitled to a certain number of cusecs ? 

A .—Not quite that. We allow so'many acres to a cusec. In that way he- 
gets his turn. 

Q —So practically it is not an unlimited supply? 

A.—-No; it is not unlimited. 

Q .—Suppose he grows sugarcane in one portion and some other crop in an¬ 
other which does not consume so much water? 

A. —He will have to leave the other portion fallow. He cannot g^ow sugar¬ 
cane in one corner and rice in another, because he will not have enough water. 

Q. —So, there is a ratio between the two, the charge and the quantity ? 

.4.—Yes, a very rough ratio. 

().—Suppose he has got a small area of sugarcane and a large area of wheat. 
Then if he utilises the water for a larger area than ho is entitled to, you 
can cut down the water‘because he is producing more than he is allowed. 

A. —The outlet may be reduced. 

Q. —You do not give a regular supply? 

A. —It is not arithmetically fixed. 

Q. —Then your next principle is that you must get the money on the crop- 
while it is in his pocket ? 

A. —Yes. 

Q. —Let us come to the question of betterment tax. In Q. 16 of the supple* 
mentary questionnaire it is stated that ‘proprietors of land coming under peren¬ 
nial irrigation should be asked to contribute by an acreage rate towards the- 
capital cost of the canal as a condition of obtaining a supply of water’. That 
practically is a betterment tax? 

A. —Yes. The matter has not been decided yet. It is under consideration. 

Q. —With reference to the Sutlej Valley project, may I take it that you would' 
approve of charging something for the improvement on the capital value, when- 
you give a man for the first time a guaranteed supply of water? 

A. —Yes. 

Q. —Would you take it in a lump sum ? 

A. —I prefer to have it assessed as a lump sum and take it over a number of 
years. 

Q. —Does it not take a number of years before land reaches its full value? 

A.—Yes. 

Sir Percy Thompson. Q .—You say that if agricultural incomes are taxed you- 
will get 5 or 6 lakhs? 

A. —It is a guess. 

Q.— Supposing you reduce the limit of exemption to the original figure* 
of Rs. 500. Would that give a substantial increase in the revenue, apart fronr 
other difficulties? 

A. —I don’t think it will he substantial. 

Q .—That will represent a land revenue of about Rs. 125? 
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A.—Yes. There is also another point. If you reduce the exemption to 
Be. 600, you might have to include cultivators as opposed to actual proprietor*. 

Q. —Do you consider the same objections to apply to income-tax on amcul- 
total incomes which are unearned as apply to agricultural incomes generally ? 

A. —If you have the 2,000 limit, you exclude earned income automatically. 
Again,—the reason is a political one—this tax would cause a great ferment and it 
would not be considered just by the people. 

Why? 

A. —Because, historically, they had been making one payment and they think 
this is an additional payment for the land. 

Q .—But the land revenue is a tax on surplus. 

A. —How ? 

Q .—It is a tax which is less than the economic rent. You do not exempt an 
agriculturist in England because he pays rent. 

A. —From that point of view you may not exempt the agriculturists from the- 
payment of income-tax; but from the political point of view it is a tax which 
it is most inadvisable to impose. It would cause disturbance, because they do- 
understand the principles on which the land revenue is based, and not the prin¬ 
ciples on which income-tax is based. 

Q. —Don’t you think that it is an anomaly that agricultural income is not 
included for purposes of income-tax? 

A .—I think so. I think there is a lot to be said for the view that agricul¬ 
tural incomes should be included in reckoning the rate payable on the non- 
agricultural income. 

The Hon hie Sardar Jogendra Singh. Q .—Do you think it will be fair to- 
have an additional tax, leaving aside the political considerations? 

A. —I prefer not to answer that question. Personally I would not do it on. 
political grounds. That is all I can say. 

Tbr. Paranjpye. Q .—Would it be practicable to differentiate incomes in 
smaller towns from those in bigger towns, for purposes of income-tax? The- 
man who gets, for instance, Rs. 2,000 in Lahore is obviously not in the same 
financial position as one who gets the same income in a Village. 

A. —I have not considered that point. But I think it is impracticable. 

The President. Q .—You say you have mrde rough calculations with regard 
to the number of persons paying land revenue who would be liable to income-tax. 
Can we have them? 

A .—I have not made them. Mr. Calvert made them and he may be able 
to send them to you. 

Q. —In answer to Q. 39, you say that you do not agree with the dicta contained 
in the question. May I take it that you think it is inaccurate ? 

A .—I think it is inaccurate. 

Q .—In your answer to Q. 40, you say, ‘I am not in favour of reducing the* 
limit of liabilitv to income-tax below Rs. 2,000.’ 

A.—Yes, certainly. 

— Would you approve of collecting the local boards’ profession tax by 
extending the operation to the income-tax down to Rs. 500? 

A. —I have not considered that matter. I used the word ‘rates’ in my 
written answers to questions Nos. 64 and 65 to mean the total taxation. 

Q. —With regard to supplementary Q. 66, is there any unauthorised sale of 
methylated spirits ? 

A. —Not as far as I know. We had some increase in the consumption of 
methylated spirit and we are watching the matter. But so far there is no indi¬ 
cation that it is being used in an unauthorised manner. 

Q. —Do you know anything about Cooper’s brandy? 

A.—I have not heard of it. 

<?.—You say that the reduction in consumption is largely due to diminished 
facilities? In your answer to Q. 66, vou say ‘illicit production is due to diminish¬ 
ed facilities for obtaining liquor’. What will be the effect of vour Local Option 
Act? 



A .—The Local Option Act applies only to towns and not to rural areas. 

Dr. Paranjpye. Q. —Is there illicit distillation in towns? 

A .—Yes j the other day we came across a complete still in Rawalpindi. 

The President. Q.— In answer to Q. 67, you say yon would not give the 
same freedom from restrictions on transport to Indian made foreign^ liquors 
as is given to foreign liquors? Would that not cause great difficulties in inter¬ 
provincial trade? 

A .—Well, it means that you will have to get passes every time, but it depends 
on what limit you set. But I do not know if this is an objection altogether. 

Q .—You know that it was one of the arrangements made after the report 
of the Excise Committee of 1906 that all those liquors should be given permits 
just like the foreign spirits. 

A. —I think bonded warehouses were provided for that. Recently we had 
great difficulty on the question of rum. 

Q .—What is sold as foreign spirits in liquor shops cannot compete with 
country spirit? 

A. —No. 

_ V7hat do you think of the proposal to hand over the excise revenue on 
foreign liquor to the Imperial Government? 

A. —I think there is a good deal to be said in favour of it. 

Q. —In answer to Q. 68, you say you would not approve of the imposition 
of supplementary duties on foreign liquors by Local Governments? Don't yon 
actually base your licensing fees on consumption? 

A .—Very roughly. It is a rough indication of what the rate ought to be. 

Q. —Would you approve a uniform rate of duty for ganja } opium and bhang , 
etc. ? 

A.—Yes. 

Q .—Would you approve of a central monopoly leaving the right to provinces 
to prohibit if they wish? 

A .—The Punjab, with reference to charas , would have to be compensated, 
because we are making a good deal of it. I think we are making from it about 
12 lakhs. 

Q. —Is not that going to be challenged ? 

A. —We shall be able to maintain it. 

Q. —What is your ground ? 

A. —We have already done that as far as Indian States are concerned and 
they cannot get it except from our bonded warehouses. We have got a 
special agreement with Kashmir. 

Sir Percy Thompson. Q. —Are you not trenching upon' the taxable capacity 
of the States? 

A. —No. 

The President. Q. —Is not the duty a transit duty? 

A.—It is an import duty, not a transport duty. There are legal difficulties 
in imposing any other duty. We think it unfair to the importer to charge the 
iate ruling at the time of taking the chans out of the bonded warehouse. We 
charge the duty ruling at the time when the charas was brought in. 

Q. —Under what law is it levied? 

A .—Under the Excise Act, as a duty payable on import. 

Q •—It is very exceptional not to charge the duty on the stuff released from 
«ond at the rate in force at the time of release. 

A. —It has not been done. I think the Legal Remembrancer was consulted 
*n the point. 

Q •—That affects other people outside the province who get the charas . 

A. —No. They export it in bond. 

Q. Do you destroy it after two years? Have you got this rule? 
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A. —It is allowed to be in the warehouse for two years. After that it )• 
-to be removed and, if not, you c&n prosecute tbe man. 

Q. —Does it deteriorate? 

A.— It depends upon the locality. In Rawalpindi it deteriorates less rapidly 
dthan in Amritsar. In Kulu it lasts for 6 years. 

Q, —Have you tried keeping it in air-tight tins? 

A. —No; we do not see the good of preventing deterioration. 

Q. —In the case of ganja it is useless at the end of two years? 

A. —Yes. 1 do not see the gdod of attempting to preserve it for two years. 
’The actual cost price comes to Rs. 2 . or 3 a seer. 

Sir Percy Thompson. Q .—If it deteriorates, the loss does not fall on ' Gov¬ 
ernment ? 

A.—No. 

The President. Q. —With regard to liquor, you object io the contract supply! 

A. —I object to the contract supply because it is difficult to separate the 
province into the necessary areas. We have got only four distilleries in the 
.provinces anl they might very well pool their profits. If we had to get 
any liquor from outside, we should probably destroy our own distilleries even- 
ttuall.v, because they are working under far less profitable conditions than the 
distilleries in the U. P. Another reason is, I think there will be constant com¬ 
plaint from the retail vendors as to the quality of liquor supplied in the areas. 

Q .—Is there difference in distilleries ? 

A f —We tried a modified form of contract and we had areas attached to 
certain distilleries. Then there were constant complaints from the retail licensees 
that the liquor was bad. I understand that there are still these complaints in 
“Bihar and Orissa. The whole thing is said to be very troublesome. However 
we are looking into the question and watching it very carefully, and the Gov¬ 
ernment orders are that if the conditions continue unsatisfactory the new 
system should be introduced. 

Q, —In the matter of illicit distillation, is it not less now than before? 

A. —I do not think it was anything like as much as it is now. The other 
day we came across a village with 8 separate distilleries. 

Q. —But 25 years ago they had a village with 40. 

A. —But it is far more widespread now. 

Q. —I may refer you to the Report from 1903-04—page 10, where it is said that 
•illicit distillaticn was very great. 

A .—I would only say that it is very much more serious now than it has 
ever been. 

Q .—Can you give us an idea of the variations in consumption? 

A. —There is a statement at page 6 of the Excise Administration Report of 
the Punjab, which gives the figures. 

Q.- Have there been other causes at work to reduce the consumption of 
licit liquor besides the production of illicit spirit? 

A. —The reduced facilities for the consumption of licit spirit. 

Q .—Do you think that the consumption of the province is still about 5 lakhs t 

A. —I would not say it is as high as that. I think there has been some actual 
reduction in consumption. It went up so high because many of the people had 
just returned from the war and they contributed much towards it. On 
page 8 of the report I have attempted to give some sort of calculation. 
Pages 8 to 9 will show what the reduction has been in the abnormal districts, 
what the reduction has been and up to what it is expected to go. The de¬ 
crease is from 289 to 48. There are figures for 1920-21. I have reckoned that 
18£ per cent, of 290 thousand of gallons is lost by illicit distillation. 

Q. — 1 That' is the reason why I was taking you io the figures of 20 years 
-past when it was half the consumption, and yet you say it is only 1&£ per cent. 

A. —Because there has been great restriction in facilities for drinking. I 
*doubt very much whether, even, if you double the quantity, you would get up 
-to 3 lakhs. 
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Q .—The restriction of facilities has not reduced drinking, but it has only* 
reduced the licit consumption and not the illicit consumption? 

A .—I cannot say. I am doubtful about this, 

(The Committee adjourned for lunch.) 

The Witness .—With your permission, Sir. I would read this letter for the- 
information of the Committee. The letter in question is No. 1717-C. W/I r 
dated 1st December 1904, from the Government of India to the Punjab Govern¬ 
ment, Public Works Department. I will read only the relevant portion of it. 

“5.—Briefly the Government of India hold that when a canal has been con¬ 
structed at the cost of the State, justice to the tax-paying community at whose 
expense it has been made requires that, subject to considerations of policy which 
render moderation essential, the rates to be charged for the use of the water 
should be pitched as high as may be possible without discouraging resort to irri¬ 
gation. and that the irrigators from such a canal should pay for the water such- 
an amount as they can afford to pay for it in order that the benefits which they 
receive may be extended to others. The introduction into a tract of irrigation 
at the expense of the State increases the produce of cultivation, and the Govern¬ 
ment, as representing the tax-payer, is entitled to a portion of that increase (1)^ 
as the owner of the water which it has brought to the fields at great cost and 
then sells to the cultivators, and (2) as the Sovereign landlord, entitled as such 
to an enhancement of land revenue in proportion to the enhancement in the 
proprietary share of the produce. The fixing of the price for the wafer is of 
the nature of a commercial transaction, and should be regulated mainly by the 
price the cultivator is willing to pay for it. It is not, however, practicable to 
fix it so high that no profit is left to the cultivator, and there is thus a margin 
of profit, usually represented by a rise of rent, to a share of which the State is 
entitled as land revenue; and seeing that we are practically bound by our rules 
and declarations not to take as land revenue more than half the increase in the 
proprietary share of the produce, it follows that it is to the interest of Govern¬ 
ment to raise the occupier’s rates, which represent the price of the water, as high 
as can fairly be done consistently with due moderation and without curtailing 
the demand for the water. The two classes of charge therefore stand on a differ¬ 
ent basis. The occupier’s rate is a charge for the water and is levied from the 
occupier under the Canal Act; while the land revenue is a share of the pro¬ 
prietary profits and is levied from the landowner under tha Land Revenue Act. 
There is also a further distinction between the two charges which must not be- 
lost sight of, in that the payment of the occupier’s rate is optional while pay¬ 
ment of the land revenue is compulsory”. 

“If Government brings water to a man’s door, and he makes use of it to 
irrigate his field, it is entitled to charge for it, just as a private company in 
England charges for gas or water laid on to and used in a house. Subject to 
certain considerations which will presently be discussed, and which make for 
moderation in the charge, the matter is one of supply and demand to be dealt 
with on commercial principles, and the charge for water is the price of goods 
sold. The rates thus charged for the water have been called occupier’s rates, 
because they are paid by the man who is in occupation of the land and buys 
and uses the water, whether he also owns the land or not. They are of course- 
charged only when the water is supplied by Government.** 

The, Witness .—I want to explain to you, Sir, the point you asked me as to 
why we should not have one combined rate for all the charges. My idea was 
that you could not have a higher occupier’s rate in one part than in another 
and adjacint part. It would be resented so long as it is a purely occupier’s 
rate. The benefit you give by applying water is the same whether it is pro¬ 
prietary land or colony land and so you have to charge the same rate. Apart 
from that you are entitled to charge betterment rate, that can be charged where 
you ^iave perfectly new conditions. You cannot charge betterment rate, for 
example, in Amritsar and Lahore districts which have been irrigated for some’ 
time. No doubt the lands were greatly improved, but taking the conditions 
prevalent there, I do not think you can charge a betterment tax. But take the 
Sutlej valley : it is quite right to charge for betterment and to say we are 
bringing the canal into your land, if you are prepared to pay so much an acre- 
you will get water, or else you won’t get this water. 

The President. Q .—You get a certain amount of opium from Afghanistan: 
and from the Hill tracts? 
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A. —Yes. 

Q. —Have you seen poppy beads being used by people as food? 

A. —I have heard of it. 

Q. —You would not object if all supplies are cut off except those of excise 
opium ? 

A. —I would welcome it. 

Q .—-We want to stop the opium cultivation in different parte of the country 
and have a central monopoly with'a uniform rate of duty, so that there should* 
be only one class of excise opium. 

A. —You know poppy seeds are used as diet, and kash-kash is an article of 
diet with no intoxicating properties. 

Q. —You think it is practicable to arrive at uniformity, but you don't think: 
the system of employing salaried persons for the distribution would work well, 

A, —Yes. The effect would certainly tend to decrease the revenue. 

Q. —What do you think of the restrictions that should be imposed ? 

^4.--There would not be much harm if further restrictions are imposed, but. 
my answer is that in the Punjab there would be no danger, but we know in 
many of these hilly tracts there is not efficient supervision and there is the danger 
of illioit opium manufacture. 

Q —Vou don’t like the official vendor? 

A. —No, that would lead to corruption and loss of revenue. 

Q. —Don’t you think that the restrictions should be more strict and that 
Government will have to resort to these measures sooner or later under the- 
pressure of the League of Nations? 

A. —Well, if you are prepared to sympathise with this and take action, you 
should be prepared for the corresponding loss of revenue. Then there would be- 
danger of peculation also and it would be very difficult to control. 

Q. —Suppose you manufacture opium in Ghazipur and sell it in pills? 

A .—I have considered the point, but I think it will only add to the expen¬ 
diture. 

Q. —That is what has been done in Burma, where the duty is very much 
higher than we have ? 

A. —I do not know what the cost of manufacturing pills will be. You will, 
require a much larger supervising staff. You will have to count the bottles, 
etc., which will mean increased supervision and I suppose it will be like chemists, 
getting licenses to sell poisons. It will be a totally different system to ours. 

I think the auction system is the best. 

Q .—About this smuggling, will you approve of an idea of having a co¬ 
ordinated staff to check it? 

A .—You must have something of the sort. You have to rely at present upon- 
a branch of the Excise Department. The smuggling should be stopped. 
There is a small detective branch, but it 'is not functioning very well now. 

Q. —Do you remember at one time the Government of India had an officer 
of the Burma Police as a co-ordinating officer, do you know why it was given, 
up ? 

A. —I do not remember. We ourselves started an Excise Bureau, but it 
did not function well. 

Q. —Would you like to restore the co-ordinating officer? 

A. —If opium is to be the subject of world-wide interest, it could be mom 
effectively dealt with by the Government of India than by the provincial gov¬ 
ernments. 

Q .—Then you are not interested in inter-provincial smuggling? 

A. — No, it does not injure us. During the war there used to be a large- 
export of smuggled opium to Burma and Calcutta and it got so bad that we 
had to restrict the amount of opium given to the shops. We did our best to- 
atop it. 
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Q .—You have hot come up to the stage of having a separate staff for Excise? 

A —We have a small staff at present, 

Q .—Preventive staff? 

A. —I think we may have it. I do not think we can carry on with the pre* 
sent staff. We must have a preventive staff also. You cannot expect the whole 
worlf to be done by a small band of sub-inspectors. 

Q. —You cannot expect the Police or Deputy Commissioner to help you in 
this matter,? 

A % —-Well, except in certain districts he cannot do this. The Deputy Com¬ 
missioner is doing at present as much as ho can, and the whole crux of the 
administration is the Deputy Commissioner and unless he functions, no one 
does anything. 

Q .—Very often the Police are called away even when the Deputy Commis¬ 
sioner is functioning? 

.4.—Yes, very often there are political troubles. The ordinary sub-inspector 
-cannot cope with the situation. Everyone is against the excise officer at present. 

Q .—Can you tell us whether the High Court have raised their court-fees? 

A .—I cannot tell you that. I think the Registrar of the High Court can 
tell you. If you want I can get the information* for you. 

Q. —Can you tell us the details about the impending changes in regard to 
the system of sale of stamps ? Has it got anything to do with the system of 
discount ? 

A .—T think the changes are connected with the question of discount. We 
.are thinking of replacing the vendors by salaried men. I shall see the fdes and 
give you an answer in more detail, if you wish. 

Do you think that with the increased stamp duties, the man who sells 
makes too much? 

.4.—Sometime's he does. 

Q. —Can you tell us the process of collecting fees lor certified copies? 

A. —No, I am not in a position to do that. 

Q. —You do not levy fees through the supply of stamp papers? 

A.— No. 

Q .—We have an agency in Madras for the issue of 2 annas stamped paper? 

A .—We have nothing like that. 

Dr. Hyder. Q. —I do not quite understand your answer that because land 
revenue .is a definite share of the rent, it should be brought within the category 
►of rent rather than of tax. 

*4.—Well, theoretically, the State is the owner of the land and rate expressing 
the share of the rent that we take from a person who receives rent is applied 
also to an owner who is not a rent receiver but the actual cultivator. Suppose 
you work out the sha v e of the rent which the Government should take as land 
revenue from large landowners as one rupee. We apply that one rupee within 
limits to the man who himself cultivates the land which he owns. 

Q ,—My point is whether land revenue is a rent or a tax. You say land 
revenue is a rent because it is subject to economic law. You can also express 
your land revenue in a sense as a tax on land. Say 50 per cent? 

A. —What will you do with the person who is cultivating the land himself. 
All the features of the Punjab land revenue make it approximate to a rent 
That is the principle on which the whole of our land revenue system is based. 


* I have ascertained from the Registrar of the High Court that the High Court 
raised its court-fees as soon, as the new Act enhancing court-fees generally came into 
"force. 
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Q. —Then the State owns’the land, owns the water and the people do not 
own either the land or the water? 

A.—' They have the right of occupancy, which is very important. 

Sir Percy Thompson . Q. —Would you take land revenue into account in esti¬ 
mating the weight of taxation on agriculturistsj 

A .—No, I do not think I should. 

Dr. Hyder. Q .—Why not? 

A. —Because I always regard land revenue as rent. 

Q. —Surely if the man owns the land himself and if he retains the rent, he- 
would be economically better off? 

A ,—It depends on what amount he gets out of the land. 

The President. Q .—Regarding the collection of land revenue, it was said by 
a Punjab M. L. A. that approximately 20 per cent of the revenue is spent on 
the collection alone. What do you think of it? 

A. —It is incorrect. It is also incorrect to say that we ignore the ability 
to pay when fixing our dates of payment. This question was raised in the local 
Legislative Council and the answer given to the question was that we were quite- 
willing to change the dates of payment whenever any date was proved to be in¬ 
convenient owing to special circumstances. 

<3.—What are your present dates? 

A .—They vary all over the province. You cannot have the same date irv 
Kangra as in Hissar. You often have two dates with two instalments. You 
have two harvests and you frequently have two dates for each harvest. 

Dr. Hyder . Q. —Then altogether you have four dates? 

A. —Yes. But everything depends upon the desire of the cultivators. Many 
will say that they will pay in one lump sum and some of them say that they 
will pay in one or two instalments. 

Q. —You say that to say 20 per cent, of the revenue is spent on collection 
alone, is incorrect? 

A. —Yes, it is wildly inaccurate, as far as I can calculate only 1*8 is- 
spent on collection. 

Dr. Paranjpye. Q. —Can you give us any idea on what basis this has been: 
arrived at? What about the Patwaris? 

A. —The Patwari has got to do a lot of other work besides the collection of 
land revenue. He has to do land records work. He has to do other miscella¬ 
neous work also. Recently he had to prepare the voters lists. The greater 
part of his work is the maintenance of land records. 

Q. —Is the maintenance of land records essential to the land-revenue system? 

A. —Yes, it is most important. 

Q. —If you abolish land-revenue, would you maintain these Patwaris even- 
then ? 

A. —Most certainly. We have got such a fine system of land records that I 
cannot contemplate the abolition of it. 

Q. —V7hat is the object of keeping the land-records if yoa abolish land 1 
revenue ? 

A. —V7e have to keep these Patwaris even then. Recently we held an enquiry 
into mortgages in certain areas in the Punjab under Mr. Calvert, and we found 
that out of 4,800 mortgages 4,200 or so were dependent on the land records 
only. These mortgages are entered in the mutatiop register by the Patwaris 
and these registers and the annual records which ultimately incorporate entries, 
from these registers are the only record of these transactions. Thus the 
Patwari is essential. The land records system is extremely trustworthy. The* 
enquiry rhowed how much the system is trusted by the people. 

The President: Q. —Incidentally, you charge Rs. 2 or so for entering in the- 
mutation registers, is it not? 
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A. —Fees are reckoned at Rs. 3-2-0 per cent on the basis of land revenue 
assessment subject to certain limits. When the entry relates to the acquisition 
of right or interest otherwise than by inheritance, the fee will be Rs. 9-6-0 per 
'-cent, on the revenue assessment and the minimum will be Rs. 2. 

Q. —Under what Act do you charge these fees? 

A. —Under a notification under the Land Revenue Act. 

Q. —The Land Revenue Act enables you to levy mutation fee? 

A. —Yes. 

Q. —Would you raise this fee? 

A .—No, I am very much against the raising of this fee; it will only tend to 
-discourage people from reporting such transactions and would spoil our land- 
records system. 

Q. —You levy a patwari cess, don’t you? 

A .—We used to levy one before, but now we pay the pay of patwaris out of 
the gerieral revenues of the Province. This was done during Sir Denzil 
Ibbetson’s time. We continue to levy the lambardari cess, at five per cent. 

Q. —-How do you levy the lambardari cess? 

A .— That is also under the Land Revenue Act. 

Q. —Is the rate fixed by the Act? 

A. —I do not think so, it is fixed by rule under the Act. 

Q. —Is that in addition to the land revenue? 

A.—Yes. 

Q .—To get a comparison between the different provinces in order to ascertain 
the amount taken in different shapes from the raiyats, we want to know t tie rates. 
The patwari is paid from the land revenue? 

A .—He is paid out of general revenues. The zaildari allowances are paid 
out of the land revenue. The zaildari muafi does not exceed one per cent of 
the land revenue, it is paid out of the land revenue collected by the lambardar. 
The lambardari cess does not appear in the accounts. After deducting the 
'zaildari muafi, the land revenue is credited into the treasury. 

Is land-revenue credited in gross? 

A. —No, it is credited in net. Jagir and muafi, that is to say, assigned land 
revenue is deducted before the land revenue is credited. 

Q. —That again has got to be credited to the land-revenue? 

A.—No. It is within the land-revenue head. We usually put down the net 
payment due to Government and the assigned land revenue in two colours of ink. 
The total assessment of a tahsil is so much, out of which jagir is so much and 
khalsa is bo much. The khalsa is Government land revenue. We show jagir 
and muafi separately. The land-revenue assessed includes jagir; out of the total 
assessment we say so much is jagir. 

Q.— Have you any note of the basis on which you have taken this one-sixth, 
one-tenth and so on? 

A.—I am sorry, I have not got it here, but I will let you have it. It is very 
rough. 

<?•—*Your payment to the patwaris is much larger than what it is in other 
parts ? 

A.—-Yes, it m&y be, but we try to get honest men. 

Dr. Paranj'pye. Q .—Does the lambardar get his squares free? 

A.—No, he has to pay and he has to pay exactly as much as the other people 
•pay. In the colony tracts we give an extra square to the lambardar. The other 
people get this square on payment. The lambardar will have to pay the land 
revenue and cesses on this square. 

The President. Q.— Now I. will take you to question No. .99. You say there 
must be' inequality in the payments made, as different areas are assessed at differ- 
■ent ranges of prices and this is unavoidable? 
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A. —Yes. 

Q. —Who was Dewan Sawan Mai ? 

A. —He was a famous revenue administrator of the Punjab during Ranjit 
Singh’s time. 

Q. —I s not a district settled before the rise in prices, much better off than a 
-district settled now ? 

.4.—It is very much better off. 

Q— I believe the patwari has a share in the mutation fee? 

.4.—Yes. 

Q m —x take you now to the question of nazul lands. In southern India yell 
have three classes of lands in a town, one, original village site which pays no 
land-revenue; second, the old agricultural land which goes on paying the original 
assessment, and thirdly you have land in towns which is assessed to quit rent. 
The variations in these charges make it difficult for the local bodies to levy 
higher rates of local rates or cess ? 

A .—You are talking of municipal areas entirely. 

Q. —Not necessa/ily. Any area in which house and land taxes are in force? 

A. —That is practically our municipal towms. 

Q .—Have you got any method of assessing land revenue on this land? 

A .—I don’t' think we have. In areas subject to fluctuating land revenue, 
such as colony areas, the fluctuating land revenue is levied on the area cropped. 
There we have introduced a rule that when the land is purchased for building 
purposes, it should have to pay higher rate of land revenue fixed for the 
-circle. All our village sites are free of land-revenue, the rules of the urban 
areas are that they should be valued and assessed at a rate equal to 4 per cent, 
■of the land-revenue. 

Q. —Then you have three unequal methods of assessing the land in a town? 
You have the original village site which pays no rent at all, then the land which 
goes on paying at the agricultural rate to the end of the settlement and lastly 
you have the land which pays on the ground rent value. In a case of that sort, 
should not the Local Government retire from the field and leave it to the 
local body concerned to levy a rate which should be equal all round so that the 
local body should not be hampered in charging a high rate? 

A .—I am afraid that I have not considered that point. 

Q .—The clean solution seems to be to leave the local body to get all the taxes. 

A. —Yes. ReaHy we have not gone into this question. In the case of Lahore 
we give the municipal committee a jagir of certain lands assessed to land-revenue 
within municipal limits. I can tell you the details of this jagir* afterwards. 

Q. —Regarding the incidence of land revenue you can either compare the 
assessment where available on soil units or compare the percentage borne by 
assessment to rents or annual value. Have you any system of reckoning the 
-soil units such as in the Central Provinces ? 

A. —We take the soil units according to the different classes of soil, I am 
afraid I have misread the question. 

Q .—As regards the gross and net produce have you any record of rents? 
Have you sufficient records* to ascertain the rentals, cash rents primarily? 

A ■—Our renus a^e all recorded. Cash rent3 and kind rents also. 

Q .—Your rents are recorded by the patwari? 

A. —Tes, every one of them. 

Q .—In the case of the occupancy tenant? 


* Ab regards the Jagir paid to the Lahore Municipal Committee, I find that the only 
■condition is that the Jagir is granted : 

** with the view to a strict sanitary control being exercised over portions of the 
environs of the City of Lahore lately inhabited.** 

This means the area included in Civil Lines* 
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.4.—That is the practice. It is a customary rent which cannot be raisetf 
beyond a certain percentage above the land revenue. 

Q .—Could you give us the proportion of land-revenue to rental value? 

A .—We could get a complete record of the proportion of land revenue to- 
rents. 

Q .—We could however get at it by comparing these with the rack rents. 

—Our system is different. It differs from your Madras system in that 
way. Our half net assets is lower than what it should be and of this we only 
take sometimes one-third or so. 

Sir Percy Thompson. Q .—The percentage charges ought to be 50 per cent., 
but it is only 33 per cent. 

A .—I must tell you that all our settlement oifiicers in the past have been 
very chary to consider high rents in their calculations, the result is our half net 
assets based on produce and prices is always lower than what it should be and 
even with that low calculation we frequently take less than half. 

The President. Q. —Can you tell us anything about the taxation on minerals? 

A .—I think I have already given the figures regarding the Attock Oil Com¬ 
pany. We get Rs. 1,40,000 as royalty and Rs. 19,000 as acreage fee. The Govern¬ 
ment of India gets as excise Rs. 6,73,000 on petrol and Rs. 2,75,000 on kerosine, . 
plus Rs. 17,000 as income-tax. 

Q .—What is the Act under which they get the excise duty? 

A. —I will give you that later on. 

Q —I suppose you collect the chowkidari tax? 

A. —We don’t see it at all. It does not appear in our books at all. 

Q .—Is the levy of malba recognised? 

A .—It is a customary due levied by the village and if the person refuses to' 
pay, it has been ruled in some cases, that the village can bring a suit for the* 
recovery of the same. 

Q.—Pasad has been abolished ? 

A. —Yes, it has been abolished. 

Q .—There is also a hearth tax mentioned in the colony manual as levied from* 
the janglis. 

A .—I do not know anything about it. I cannot give information about it. 

Dr. Hyder. Q. —I think your land revenue demand amounted in 1918 to 45<T 
lakhs? 

A .—About that. 

Q ,—In 1847 it amounted to 165 lakhs ? Allowing for the increase in prices, 
it seems to show a great enhancement in the assessment? 

A. —But many of the canals were not existing then. r The Lower Chenab 

canal, the Bari Doab canal and other canals were not in existence then. The' 
whole of that increase is due to the increase in cultivation. 

Q .—Are there any districts in the Punjab where people pay land revenue 

out of the military pay or pension they receive, just as they did during the time 

of Ran jit Singh 0 

A. —I do not know of any. 

Q .—Is your Tand revenue demand so high in some districts, which have got 
very poor soil, that people have to go out and serve as soldiers in order to 
pay the land revenue demand? 

A. —Probably you are referring to the Jhelum district. I have no doubt 

that their pay as soldiers is helping towards meeting the land revenue demand 
in a few cases. 

Q. —They will not be able to pay it otherwise? 

A .—They would be; because in calculating the land revenue we do take into- 
consideraiion all these factors. 



Mr. P. S, SODHBANS, F.L.A.A. (Load.), Government Certified! 
Accountant and Editor, “Indian Accountant”, Lahore, was 
next examined. 


Written memorandum of Mr. Sodhbans. 

Q. S3. —I would allow the present rates of income-tax to continue, but I will 
not mind increase in case of those who do not put proper exertion in earning, 
their income, thus it would necessitate differentiation in the income of married 
and unmarried, and earned and unearned. 

Q . sif ..—I would prefer the English method, and more especially the system of 
three years’ average under the English Income Tax Law. 

Q. 35.— Yes. 

Q. 36. —Allowances must be made after due enquiry. 

Q. 37. —I will repeal the super-tax, because if a proper demarcation is made 
between earned and unearned income, it will adequately cover the benefits enjoyed 
by the corporate bodies. In my opinion the super-tax hampers the growth of 
joint-stock enterprise which is necessary for the industrial advancement of the 
country. 

Q. 38. —-Yes, I am in favour of removal of exemption of income derived from 
agriculture, as the old theory of the King’s ownership of the land cannot stand' 
after the introduction of the Reforms. In all the civilised countries income 
from agriculture is taxed under the Income Tax Law. 

Q . 39.— -Yes, I agree with the estimate. I would accept the figures worked 
out by Messrs. Shah and Khambata. 

Q . Jfi .—The subsistence cost of those who pay income-tax must always be high, 
as they live in cities, but that of agriculturists is comparatively lower, as they 
generally inhabit villages where the wants are few. Therefore, the exemption in 
case of professional, commercial and industrial income must be higher than that 
of agricultural income. Regarding comparison with European countries the 
exemption in India is not high owing to heavy expenses due to special social' 
customs amongst the ^Indians. 

Q . ft .—Since the passing of the Indian Income Tax Act of 1922, the tax on- 
honesty has greatly increased instead of its removal. The reproach has not been 
removed in spite of the growth of an accountancy profession since the passing of 
the Indian Companies Act of 1913. The accounts audited by professional account¬ 
ants are seldom accepted by the Income-tax officers, and the instructions contained 
in paragraph 64 (Correction Slip No. 5) of Income-tax Manual are seldom acted’ 
upon [vide Note in the Indian Accountant for September, 1924—pages 184-185). 
It has also not been removed by the introduction of central control, as the- 
Commissioners and the Assistant Commissioners are the executive officers of the* 
department, and as well as appellate authorities. Unless the executive and 
judicial functions are separated, the income-tax operation will not be popular and 
it will continue to create discontent in the country. The notes regarding the 
position of professional accountants under the Income Tax Act of 1922 which 
appeared in the Indian Accountant for October, November, 1922, and May, 1923, 
will be of some interest to the Committee. 

Q. lfi. —Yes. I agree to the standardisation of forms for agricultural income. 
With the advancement of education these forms will give the tax-payer reliable 
information regarding their net earnings, as also the impetus in making further 
improvements while comparing the result of the previous years. 

Q . JfS .—'the benefits resulting to the state by the publication of rolls cannot 
be denied, but looking to our mentality in respect of financial matters, I am 
afraid *est it should be detrimental to and retard the commercial transactions 
amongst the various sections of the commercial community. 

2. Yes, the appointment of non-official assessors and commissioners as in 
England would have the same beneficial result here as in that country. The 
assessors must be selected from the range of persons recommended by the 
Chambers of Commerce, trade unions, or similar associations. 
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Q. 44* — I agree that the issuing of income-tax free securities must be dis- 
-couraged, and I also agree with the argument of difference in the rate of interest. 
This should be discouraged further, because it locks up the capitalist's moneys 
thus depriving the mercantile community of various advantages resulting from 
the active and free circulation of money. 

Q. JfS. —In my opinion it is quite an effective way to levy special stamp duty 
(to be credited to taxation account) on interest coupons attached to the bearer 
securities. 

Q. tf.—Yes. 

Q. Ifl. —I am entirely dissatisfied with the present system of assessment on 
previous year’s income, when there is hq provision for refund for losses in the 
succeeding year. Yes, I would adopt three years’ average system. 


Mr. Sodhbans gave oral evidence as follows 

The President. Q .—You are an F.L.A.A. (Lond.)? 

A .—Yes. 

Q .—Will you please tell us what it means? 

A .—Fellow of the London Association of Accountants. 

Q. —You are the Editor of the “Indian Accountant ” ? 

A .—Yes. 

Sir Percy Thompson. Q. —Is the passing of an examination necessary for 
you to practise as an accountant? 

A.— Yes. 

Q. —What is that examination? 

A .—Diploma in Accountancy held by the Government Accountancy Diploma 
Board at Bombay. 

The President. Q. —There are surely a number of other certified accountants? 

A. —Before the passing of the Indian Companies Act, there were certain 
persons who were practising and without any further examination they were 
given certificates enabling them to continue as public accountants under the Act. 

Sir Percy 7'hompson. Q .—If any accountant misbehaves, is there any pro¬ 
vision for taking disciplinary action? 

4.—There is nothing in the rules. But the Local Government of each 
province has got power to take disciplinary action. 

Q. —It is not the same as in England ? 

A.— No. 

Q .—-What powers have the Local Government? 

A .—The Local Government of each province have made their own rules 
under section 144 of the Indian Companies Act.. 

Q .— Would that extend to disqualify him from acting under the Act? 

A .—Yes. If anybody misbehaves, the Government can disqualify him and 
cancel Ills certificate, and he is no more a public accountant. ' 

Q. —Even if his certificate is so cancelled, he can do private work? For 
instance, he can do income-tax work? 

A .—Yes. 

Q .— It is not the same as in England where if a Chartered Accountant mis¬ 
behaves, his name would be struck off the rolls. 

A .—I too have considered that question. We have formed an association and 
we are trying to have a Bill introduced in the Legislative Assembly with regard 
to our profession. It is only a question of time. At present the whole profession 
is divided. It is not under one unified control. But *he Government ^can take 
■ disciplinary action against a practising accountant if he misbehaves. 

Q. —Membership of an Institute is not necessary to qualify a man to practise? 

A .—No. If a man is a Chartered Accountant or an Incorporated Accountant, 
Jhe can by right practise under the rules framed by the Government of India. 
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The President. Q. —Under what Act? 

A .—Section 144 of the Companies Act. 

Sir Percy Thompson. Q. —You mean a member of the London Association 
-©£ Accountants? 

A. —I mean a member of the Society of Incorporated Accountants or of the 
Institute of Chartered Accountants. 

Q. —In answer to questions Nos. 33 and 34, you say that you would allow the 
present rates of income-tax to continue but you would prefer the English method 
and more especially the system of three years average. There is a very consider¬ 
able difference in the way in which income-taX is graduated in England and the 
way in which it is done here. Do you prefer the English method of 
graduation or the Indian method which involves a large number of different 
rates ? 

A. —I should like the English method as it helps the middle classes. The 
basis under which exemptions are given in India is different from that in 
England. In England, for instance, the exemption is based on marriage, the 
number of children the man has and so on. 

Q. —The English system is to allow everybody a certain fixed sum free of 
income-tax, then give exemptions according to the nature of each case and tax 
the rest of his income as a whole and that is what gives graduation. In this 
country it is done by having different rates for different sizes of income. What 
would you prefer? 

*4.—I prefer the English system and I would have also different rates for 
earned and unearned incomes. 

<2*—And you give also an increased allowance to married men ? 

A. —Yes; and also for men with children. 

Q. —How would you make allowance for children, unless undesirable enquiries 
are made? 

A. —If the enquiries can be made in England, they can be made here too. 

Q. —But there is a difference. In England if a man claims that he has 
got four children, you have only to refer to the Register of Births and find out; 
but here there is no such thing. 

A .—Here also we have got the Register of Births maintained by the muni¬ 
cipalities. 

Q. —Is it reliable? 

A. —Yes. 

Q. —The Income-tax Assessor could check any claim for children by reference 
to that Register? 

A. —Yes. These Registers are maintained in almost all the villages and 
even in villages where there is no such register maintained, the people have to 
go and report in the nearest Registration station, further in cases where the 
children are being educated, it is easy. But where the children are not being 
educated, there may be some difficulty and in such cases enquiries have to be 
made. When the income-tax staff can make enquiries about the private pro¬ 
perties of a man they can also make enquiries as regards children, etc. 

Q. —They are not so delicate as enquiries with regard to children, etc. 

A. —I agree that our people are to some extent conservative; but with the 
advance of education they will realise that such enquiries are for their benefit. 

Q. —With regard to question No. 37, you say you would repeal the super-tax ? 

A. —Yes. 

Q. —Surely there is this difference between the profits of a company and the 
profits of a private individual : that income and super-tax is payable on the 
whole of the profits of a private individual or firm whereas in the case of a 
'company the part of the profits which is put to reserve escapes income-tax. 

A. —That is not the case here. First I want that super-tax should be 
removed, because it was a war measure. Moreover it affects the nascent 
industries. In England industries are already advanced and they can afford to 
compete with other countries. But in India the manufacturing companies cannot 
compete with the foreign manufacturers. Therefore we must give some facilities 
to our joint stock companies and super-tax should not be imposed on them. 

E 2 
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Q. —Suppose there is an Indian manufacturer who pays Die tax on the- 
■whole of hia profits. Suppose I in conjunction with you start a limited company 
and we draw dividends. We only pay on the dividends but not on the part 
of profits put to reserve. 

A. —No, in India we pay on the whole. We pay income-tax on the net 
profit. Super-tax is also paid on the net income. The profits whether they 
are * distributed or not are taxed. At least it is so in the Punjab. In England- 
I know this is not the case and only the dividends declared by the companies 
are assessed. But here in India, on the net profit which is arrived at after 
deducting all the expenses, both income-tax and super-tax are charged. 

Q. —Assume that is abolished; and I do not pay anything on the profits 
which are put to reserve. But in the case of an individual, super-tax is charged 
on all profits, whether they are put to reserve or not. But if you repeal the 
super-tax, what will be tfie result? 

A. —The result will be that the individual will pay tax on all the profits 
whereks the companies will not. This may be due to the fact that the com¬ 
panies pay maximum rate of income-tax and individuals do not. 

Q. —In answer to questions Nos. 38 and 39, you say that you are fci favour of 
removal of exemption of income derived from agriculture and you agree that the 
probable gain to the revenue thereby would be from sixteen to twenty crores 
of rupees. How do you arrive at that figure? 

A. —As regards that figure, I have not myself worked it out. But I consider 
that if the agricultural incomes are also assessed to income-tax, the revenue 
will increase. 

Q. —Do you say it is a fair thing to take the income of a cultivator to be 
four times the land revenue which he pays? 

A. —I think it is. 

Q. —Do you know that if you did that, the number of people who would 
pay income-tax in this province would be about 2,300 on that basis? 

A. —I did not calculate that. But I think that the Punjab will contribute a 
very big amount in this respect because here most of the people pay land revenue. 

Q. —The point is how much the State is going to gain if this exemption is 
withdrawn. 

A. —Messrs. Shah and Khambata have recently calculated the figure and I 
think it should be correct. I have not calculated it myself. 

Q.—With regard to question No. 40, you suggest that exemptions in the case 
of certain classes of people must be higher than those in the case of other 
classes. There is another way in which you can differentiate between those 
classes. That is, can you not have a higher exemption limit in the case of 
people living in big towns where the cost of living is higher? 

A .—In the case of those who will be liable to income-tax under schedule (D) 
as it operates in England the exemption must be higher. But in the case of 
those coming under schedule (B), (Farmers tax) the exemption must be lower. 
Because living in villages is cheaper than living in towns. 

©.—There might be a more comprehensive way of attaining the object. 
Suppose you make the exemption a little higher in large towns for all income-tax 
payers ? 

A. —It will be difficult to differentiate in that case. To-day I may be living 
in a town and to-morrow I may be living in a village. 

Q .—It does not very often happen. 

A .—Sometimes it does happen and the Income-tax Officers, will have to hunt 
after these people. 

©.—•In answer to question No. 41, you say ‘Since the passing of the Indian 
Income-tax Act of 1922 the tax on honesty has greatly increased instead of 
being removed.’ Do you mean that the revenue has increased since the nassinu 
of the Act? r 6 

A. —Yes. The returns presented by the persons concerned to the Income-tax 
Department are not accepted, whether they are prepared by professional account¬ 
ants or not. In almost all cases the Income-tax Officers insist on the production 
of accounts,and that is why I say that the tax on honesty has increased They' 
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do not believe in these returns. In Lahore professional accountants get some 
^facility. 

Q .—What was intended by that question was to ask whether the income-tax 
is not more carefully collected than it was before; that is, whether the amount 
of revenue bears a greater proportion to the true liability than it did before. 

, A. —But before there was no such organisation and so they could not collect 
and now on account of a central organisation they have got a better system of 
collecting the tax. 

Dr. Paranjpye. Q .—But is anybody assessed more than he should be? 

A .—Yes. There are some people who have gone bankrupt because they 
were assessed more. I know of a case in Amritsar where a man was assessed 
more than Rs. 1,00,000 and he got refund of a big amount on appeal and another 
man had to stop his business. During the war period he made money but 
subsequently he suffered <loss. But in the year he lost, the assessment was 
based on the previous year’s income and the man had to close his business. 

Q .—When he made a certain profit, he ought to have to set aside the 
necessary sum for income-tax. 

A. —But here the people are not accustomed to the system of appropriation. 
It is only a question of education. 

Q .—These penalties will be more frequent if you adopt the system of average 
of the preceding three years. Because the effect of prosperity of even one year 
will be spread over the three years. If an year of prosperity is followed by a 
bad year, he will have to pay more than he would pay if it were a system based 
on the previous year’s income. 

A. —Bui we have to take into consideration what is being done in other 
countries. In England the system is based on very good principles. 

Sir Percy Thompson . Q. —As regards this point, the Royal Commission 
appointed in 1919 in England recommended the previous year’s basis and the 
provision changing the three years’ basis to the previous year’s basis was 
embodied in the Bill of 1921. That is the system now which finds favour with 
the business community in England. 

A. —In that case I suggest the adjustment system which was in vogue pre¬ 
viously to be reintroduced. 

0.—Is there no provision in the Indian Income-tax Act for carrying forward 
losses? 

A. —No. I want that that system should be introduced. The Associated 
Chambers of Commerce recommended that system in January 1922. I know 
that in New Zealand the losses are carried forward and written off in the 
following three years. 

0*—Assuming there is a provision here in India for carrying forward losses, 
would you still think that the change should be to the three years’ system? 

A. —If the system of carrying forward losses is introduced, I do not want 
the three years’ average system. 

Q-— -I gather from your answer to question No. 41 that you would like the 
separation of executive from judicial functions. How do you do that? 

A. —Now tjie Assistant Commissioner of Income-tax is the executive officer 
^and he is also the appellant authority. A special body of commissioners or 
some judicial authority may be entrusted with the hearing of appeals instead 
of the executive officer. For instance, I know of a case where the Assistant 
Commissioner passed an order and the person was assessed on the basis of that 
order. I was interested in that case. It is not desirable that the Assistant Com¬ 
missioner should pass the orders as executive officer, as well as hear the appeals. 
This is very objectionable. 

Q .—If it is on ^ poin£ of law, you can prefer the appeal to the High Court. 

A. —But there are very few people who can afford to go to the High Court. 
Suppose a man who lives in a village is assessed Rs. 100 or 150. He will not 
be able to go to the High Court. For going to the HFgh Court he will have to 
spend Rs. 400 or 500. 

Q. —What are yr?u going to have in its place which would not be prohibitively 
expensive ? 
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A.—i You can have some commissioners as in England. 

Q ,—-Could you get unpaid commissioners? 

Here we may have paid commissioners. Or some local body with powers* 
to hear income-tax appeals may be appointed. 

Q,—Will that not be expensive? 

a .—Of course it will be expensive. But what are you to do? There must 
be some justice done to the tax-payer too^ 

Q ,—Your evil*can be cured only at a somewhat prohibitive expense. 

A. —If you consider the expenses will be high, a consulting accountant may 
be allowed with each commissioner because he is the man who can advise whether 
the assessment is good or bad. 

Dr. Paranjpye. Q .—Then you would also provide for penalties for preferring 
frivolous appeals? 

A. —Certainly; because a lot of time of the Government officers is wasted. 

Q.—I{ the appeal does not succeed, would you levy heavy fines? 

A.—No. Because there is the question of difference of opinion.^ Only if it 
is a frivolous appeal there may be such a provision and not otherwise. 

Q .—How many of these bodies would you have ? You cannot expect them 
to operate over a large area. 

A. —We have got in the Punjab only three Assistant Commissioners and we 
require only three such bodies. 

Q. —You would have these independent persons whose sole duty is to hear 
the income-tax appeals? 

A. —Yes. 

The President. Q .—Does not the Commissioner hear the appeals? 

A .—Generally he does not. If there is any question of law involved, the 
appeal will go to the High Court. 

Sir Percy Thompson. . Q .—Take the case of Amritsar where a certain person 
had to 'stop business. Would the board have helped, if one was in existence? 
Because he was assessed entirely in accordance with law. 

A .—Certainly the members of the board on personal knowledge will be consi¬ 
derate and all cases are not in accordance with law. 

Q. —Do you think that under the present system there is a substantial 
injustice done to the tax-payer ? 

A. —I have got a memorandum here which had been prepared by the income- 
tax assessees of Ambala. Their grievances are under several heads. They say 
that so far as appeals are concerned, they are not properly attended to; because 
the same gentleman who is an executive officer of the department will always 
try to protect his subordinates. 

Q .—In answer to question No. 44, you say that you agree that the issuing 
of income-tax free securities must be discouraged. Government has to borrow 
money. If it does not borrow by means of income-tax free securities, it will 
have to borrow by other securities at higher rates of interest. The money should be 
forthcoming all the same. When the rate of interest is favourable, this money 
will be withdrawn from the mercantile community all the same. So the invest¬ 
ment of money for purposes of trade does not depend upon the Government of 
India issuing securities free of income-tax or subject to income-tax. Once the 
Government wants money it must get it. It is immaterial whether it gets it by 
means of securities which are free of income-tax or by means of securities subject 
to it. If you want to discourag# commercial men from subscribing to Government 
securities, I am afraid you cannot do it. 

A. —I am not speaking from the point of view of Government. If Govern¬ 
ment offers a higher rate of interest, people will naturally buy those securities. 

Q .—But the money will be equally withdrawn from trade. 

A. —Of course. 
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27th January 1925. 

Lahore. 


Present : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.SX, Maharajadliiraja* 

Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Hr. J. G. BEAZLEY, I.C.S., Secretary, Government of th* 
Punjab, Transferred Departments^ was examined. 


Written memorandum ol Mr. ioazley. 


Q. 19 (- Supplementary *).—Figures for the last two years are as follows : — 


Year. 

i 

i 

Water-tai 

i 

Income 
from sale 
of water. 

# Total 
income. 

Expenditure 
on establish¬ 
ment and 
maintenance. 

Difference 

between 

income 

and 

I expenditure. 

j 

! Rs. 1 

Rs. 

Rs. 

Rs. 

Rs. 

i 

1922-23 . . . ! 

83,H4 

5,17,192 

6,00,306 

6,32,258 

—31,952 

1923*24 . . . j 

i 

1,62,371 

4,78,761 

7,41,132 

7,05,125 

+ 36,007 


With regard to these figures it must be explained that no credit is taken 
on the income side for water supplied for municipal services such as road* 
watering, while on the other hand expenditure on establishment and maintenance 
includes no charges on account of depreciation and interest. 

Q. 31 (7) (Supplementary).— All persons who pay a profession tax imposed 
by district boards probably also pay the chowkidari tax, but the converse te 
not true. 

Q. 103 (Supplementary ).—As regards nazal land, in the past Government 
have generally made over land to local bodies free for some definite purpose 
and subject to resumption if no longer required for that purpose, or have simply 
made over the use of land without specifying any purpose. In both cases the 
power of alienation has 136611 reserved and the sale proceeds when land has 
been sold have gone fib Government unless specially assigned to the local body. 
In this way Government have preserved the unearned increment on the value 
of the land. It has now been decided that if a small area of land is required 
for a definite purpose and there is no apparent prospect of an increase in its 
value it should 'be sold outright to the local body requiring it. If, however, 
there is any chance of the local body speculating in the land it is to be made 
over as before only for a definite purpose subject to resumption when no longer- 
required for that purpose. 


* The reference is to ^supplementary questionnaire sent to the Punjab Government. 
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Q. 106. —As regards national or onerous services the criterion of ability to 
■pay may be accepted, but as regards local or beneficial services the measure 
of the benefits received can not be accepted as the criterion in backward areas 
in need of economic and intellectual development until the benefits received 
begin to produce an economic return. 

Q. 107. —(a) For the present the powers given are on the whole sufficient 
and no extension is called for. 

(6) No. Local bodies should be left to exercise their own discretion. 

Q. 107 (Supplementary). —(a) The construction and management of pounds 
had been handed over to local bodies entirely, and they are allowed to retain 
any net income obtainable from this source. 

No income derived from fisheries is handed over to local bodies. 

As regards tolls, other than tolls imposed as taxes under sub-clause (d) of 
•clause (i) of section 61 of the Punjab Municipal Act, 1911, vide reply to 
question (/) IV forwarded with the Punjab Goveimment letter No. 2435-S. B., 
dated 1st August 1924. Local bodies have not been permitted except in one 
instance to impose tolls. 

The taxation of motor vehicles as such, apart from the taxation involved in 
the registration fee payable under the Indian Motor Vehicles Act, has only 
recently been taken up by the Punjab Government, and no question has arisen 

to the transfer to local bodies of the proceeds of such taxation. The taxation 
imposed by the Act recently passed by the Punjab Legislative Council is in aid 
of general provincial revenues and there is no proposal to transfer the proceeds 
to local bodies. On the other hand Government have not interfered to prevent 
the taxation of motor vehicles by local bodies by means of their ordinary powers 
of taxing or licensing vehicles. 

( b ) So far as the revenue derived by local bodies under these heads is 
concerned there has been no earmarking of it for expenditure on the services 
concerned. 

(c) No application for sanction to the imposition of an entertainments tax 
has been received by Government and thfe question whether it is a tax which 
-may suitably be levied by local bodies has never been considered. 

Q •—(/) III — Taxes on Vehicles and animals. 

(Questionnaire issued with letter No. 1299-F., dated the 20th May 3924, by 
"the Government of India, Finance Department.) 

(1) Yes. 

(2) , (3) and (4). It is difficult, if not impossible, to formulate a theory of 
taxation in respect of these matters which would meet all circumstances. Ques¬ 
tion (3) for example might be answered either way. On the one hand it 
might be said that animals and vehicles used for agricultural purposes 
should be exempted on the ground that they are among the tools of the agri¬ 
culturist's craft. On the other hand it may be said that animals and vehicles 
used for agricultural purposes wear out a municipal road just as much as 
animals and vehicles used for other purposes : so also with regard to question 
(4) while it might be equitable to let off wide tyres lightly on the ground that 
they do less injury to roads, if it were necessary to raise a particular sum by 
meajis of this tax and there were no vehicles which did not possess wide 
tyres it would be impossible to exempt them. 

Q. 108.—(a) As to octroi vide reply to question No. i09. The house-tax is 
satisfactory in towns of comparatively recent growth, as it is assessed on annual 
value and the annual value of the house that a man occupies is a fair indication 
of his taxable capacity in such towns. In some ancient towns, however, this 
•criterion may be fallacious as old and decayed families continue to live in 
ancestral houses of an annual value out of proportion to their means. 

As to land cess vide reply to question No. 161. 

(b) Where possible octroi should be replaced by terminal tax, but it should 
not be discontinued when local conditions make such replacement impracticable. 
The other taxes should not be discontinued, 

Q. 108 (Supplementary). —(1) The articles taxed are approximately the same 
m all cases and in no place there is any attempt made to limit the tax to a 
small number of articles. Most of the schedules impose heavier rates on 
luxuries than on necessities. 
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(2) There can be no question of the tax being shifted back to the importer 
“when it is paid by him in the first instance, but in so far as the consumer is 
'unable to reduce his consumption the importer is able to shift the tax on to him. 

(3) Vide reply to part (a) of question No. 109 submitted with the Punjab 
♦Government letter No. 1633-L. S, G., dated 20th January 1925. 

(4) (a) Vide reply to question No. / (V) (c) (2) forwarded with the Punjab 
Government letter No. 2435-S. B., dated 1st August 1924. 

(6) Probably, judging from the complaints so constantly heard as to the 
exactions of octroi establishments. 

Q . 109. —( a ) The criticism may be accepted as correct to this extent that 
■octroi is inconvenient, clumsy and costly in collection and that its incidence is 
heavy upon the poor ,• it is not true that it is levied mostly upon necessaries as 
the articles usually exempted are but few and it is levied on necessaries and 
luxuries alike, though it is true that by far the greater part of the income 
realised is realised from the tax on necessaries. The number of persons paying 
the tax on necessaries is however very much larger than the number of persons 
paying on other articles and such other articles are invariably taxed at^ a 
higher rate. It could not therefore be said except after an elaborate examination 
of family budgets whether in fact the burden of the tax is distributed in 
proportion to the benefits gained by local expenditure or not, 

(6) Terminal tax in this province being invariably assessed on weight and 

not on value its assessment is simpler than the assessment of octroi, and thil 

and the fact that the procedure for obtaining refunds has not to be gone 
through make this tax less of an inconvenience and obstruction to trade. 
When the tax is assessed on railborne goods only, its collection also is cheaper 
and easier. For the rest the tax is open to the same criticism as octroi. 

(c) No, except as regards octroi on goods imported by parcel post at Lahore. 

Q. 110 .—(a) Dislike of direct taxation which has to be paid in lump sums 
and is difficult to evade. 

(b) Yes. 

Q. 111.—(a) No. 

( b) This presumably refers to toll-gates on the same road. The minimum 
distance between toll-gates must depend on topographical conditions, the rates 
of toll imposed, the amount of other taxation in force in the area concerned 
and other local conditions, so that no reply of any value can be given to this 
question. 

Q. 112. — (a) It is right that the owner should pay a part, as his property 
and therefore his rent presumably benefit from the activities of the local body 
in whose jurisdiction the property is situated. 

(b) It depends on local conditions whether the owner can shift the burden 

tbe tax on to the occupier. In places where there is keen competition for 
■houses or land he is probably able to do so. 

Q . 112 (Supplementary). —(1) The tax originally 3 per cent, subsequently 
reduced to 1£ per cent, on the sale price of immovable properties is realised 
by the Registrar at the time of registration of sale deeds. In consequence of 
the enhancement of the stamp duty on sales of immovable properties in urban areas 
it has been decided that this tax should be discontinued with effect from the 
1st of March 1925. 

(2) In only one case was the tax on houses and lands withdrawn. The tax 
had originally been imposed on the buildings in a market which had grown 
up outside the octroi limits, and the tax was cancelled on the substitution for 
■octroi of a terminal tax, the limits of which were coterminous with the limits 
oi the municipality. 

(3) In practice the value of buildings as distinct from the value of the site 

is not distinguished in assessing the tax on buildings and this is the case even 
in Simla where both building and site are taxed separately. — 

(4) (a) Clerks are employed under the direction of the Secretary who after 
making enquiries as to rent, etc., compile assessment lists which are checked 
by members and after being approved by the committee are published for 
objections. They are then corrected again, if necessary, in the light of the 
•objections received. 

(b) This part of the question is not understood as appeals against assess* 
tnents lie to Commissioners or Deputy Commissioners. 
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Q. US. —In view of the intense dislike of taxation and unwillingness displayed 
by local bodies to impose taxation, the limits imposed by law on the rates at 
which local taxation may be raised are regarded rather as protecting local bodies- 
from the demands made upon them by Government departments than as limiting, 
the freedom of local bodies. There is at present no reason for considering that 
these limits drive local bodies to have recourse to other less defensible forms 
of taxation, nor on the other hand is there any reason from the administrative 
point of view why the limits should be retained as there is little chance of 
focal bodies imposing taxation to an undesirable extent. 

Q. 11 —Exemption when granted is granted to individuals for a year at a 
time : there is no exception of houses of less than a specified annual value. 

Q. 115 .—This matter has been considered by Government only in connection 
with urban assessments of land revenue. The question is a purely academic 
one at present so far as tEe Local Self-Government Department is concerned 
and no reply can be given. 

Q. 116 .—There is no profession tax in the correct sense of the term levied 
in the Punjab. The Punjab Municipal Act, IffII, before its amendment in 1923 
authorised the imposition of a tax on persons practising any profession or 
art or carrying on any trade or calling, and this power has been used in notified 
areas to impose a species of income-tax on the residents, the tax being given 
a legal colouring by being notified as a tax on “persons practising any pro¬ 
fession or carrying on any trade or calling.” This example has been followed 
more recently in the case of the so-called kaisyat tax imposed by district 
boards. The tax has been found to be difficult of assessment, and in the case 
of district boards of collection also. 

(6) and (c). No remarks. 

Q. 116 (Supplementary ).—List of the dir.trict boards that have imposed 
profession (or haisyat ) tax. 









Rates showing minimum and 

MAXIMUM. 

MHK OF DISTRICT 

BOARD. 



Minimum. 

Maximum. 

1. Attook , . 







per annum 

2 

per annum. 

20 

2. Rohtak 







2 

6 

3. Kamal 







2 

15 

4. Dera Ghazi Khan 







2 

20 

5. Shahpnr . 







2 

20- 

6. Amritsar . 







2 

20 

7. Muzaffargarh . 







2 

20 

8. Ambala 







2 

6 

9. Lahore 







2 

6 

10. Mianwali 







7 

40 

11. Jhang 







2 

15 

12. Ludhiana 







2 ! 

20 

13. Gurgaon . 







4 

20 

14. Hoshiarpur 







4 

20 

15. Gujranwala 







2 

30 

16. .Thelum . 







1 

20 

17. Gurdaapur 







4 

30 

18. Rawalpindi 

• 






i ; 

20 

19. Jullundar 







2 1 

20 

20. Sialkot 

♦ 






2 

30 

2l. 4 Hissar 

# 






2 

50 

22. Kangra . . 


• 





1 

30 


(6) The primary collection by means of lambardars is possible without the' 
aid of the land revenue staff, but the collection of arrears is only possible 
through the Collector, arrears being recoverable as arrears of land revenue under 
section 70 of the Punjab District Boards Act, 1883. 
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fc) At present no charge other than the 5 per cent to the lambardar i»~ 
made for the collection of the local rate, which is a tax imposed not by district 
boards but directly by the Punjab District Boards Act, 18&3. 

(2) The assessment is not made by lambardars. 

(3) The statement that “in municipalities this form of taxation is now 
practically extinct 1 ’ in the reply to question (/) II forwarded with the Punjab 
Government letter No. 2435-S. B., dated 1st August 1924 was misleading. The* 
tax never was imposed to any considerable extent in municipalities. It is now 
in force in six municipalities, in five of which it has been imposed since 1915. 

Q . 117. —Grants-in-aid should be given for specific purposes and not as 
general subventions to local revenues. The amount of tne subsidy should be- 
calculated in proportion to the importance from the provincial point of view 
of the service to be aided and to the extent to' which the local body has exploited 
the taxable or other revenue producing capacity of the area within its jurisdiction. 

Q. 117 (Supplementary). —(1) No more satisfactory alternative can be 
suggested. 

(2) (a) It has beep impossible to obtain figures in the short period available. 

(6) Is not understood; 50 per cent, of the cost of the municipal roads is not 
paid for by the general taxpayer. 

Q. 118.— Such stimulus does exist and tends to increase, and as it increases- 
the extent of Government control can be decreased. In the matter of education 
local bodies are exerting themselves strenuously and their electorates are also 
vigilant. 

Q. 160. —Yes, further revenues must come from what are really additions to- 
the income-tax which local bodies impose in the form of a business or pro¬ 
fession or haisyat tax. 

Q. 161. —(a) The present system is only unsatisfactory in so far as the land- 
revenue system itself is unsatisfactory in that it distinguishes between the rich 
and poor only in the actual amount taken from them and not in the proportion of 
their respective incomes that it takes. It thus pinches the poor man unduly, 
and any further extension of the system seems undesirable. 

(b) Vide reply to question No. 113. 

Q . 167.— It is not quite clear what is intended by this statement. So far 
as the Punjab is concerned the principles upon which assessments of buildings 
and land are to be made ar? laid down by statute and provision is made for 
appeals to Government officers against assessments. If “central control of the 
process of assessment ” means this, then the statement is applicable to the 
conditions in this province and such control should not be relaxed. If, however, 
the statement means that the actual assessment of such taxes should be made 
by an agency of the Central Government then the statement is not applicable, 
as such a central agency would certainly be extremely expensive and it is 
doubtful whether it would be more efficient than the existing local agencies. 

Q. 168. ( Supplementary ).—(2) (a) The general revenue staff assist the adminis- 
tration of Local Self-Government— 

(i) in virtue of the powers of control and supervision conferred upon 

Commissioners and Deputy Commissioners by the various local 

Government Acts : 

(ii) in so far as Deputy Commissioners, Extra Assistant Commissioners 

and Tahsildars are appointed members of local bodies. 

(b) It is not contemplated that local bodies should ever be free from the 
supervision and control of Commissioners and Deputy Commissioners, but it is 
hoped eventually to withdraw entirely the official element among the members 
of local bodies. 

9- 171 -—The expression " desirability of independence of electorates and 
central control ** is somewhat cryptic. It is difficult to see^diow electorates come 
into the matter at all, while as regards central control vide reply to question 
No. 167. If it is implied that the tax collecting agencies of local boaies are 
influenced in the discharge of their duties by the fear of offending members 
of the local body or the desire to conciliate them or their friends, then it may 
be admitted that a central agency being independent of the whims of the- 
members of the local authority might prove more efficient to this extent. 
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Mr. Beazlsy gave oral evidence as follows 

The President. Q. —You are the Secretary for Transferred Departments! 
“What are those Departments, please?* 

A. —I am the Secretary for the Transferred Departments of Local Self¬ 
-Government, Medical and Public Health. 

Q. —These replies are your personal opinion or that of the Local Government? 

A .—The reply to the first set of questions is the reply of the Ministry, but 
the supplementary replies I had no time to submit to the Minister for approval. 

Sir Percy Thompson. Q. —With regard to your answer to supplementary 
question No. 19, you say roughly speaking the income from the water tax and 
sale of water covers the expenditure. You don’t take any credit on the income 
side for water supplied for municipal services, while you take expenditure on 
establishment, etc., and no charges on account of depreciation and interest? 

A. —Yes, the income from water-tax and sale of water roughly covers the 
expenditure, but the latter includes nothing for depreciation, etc. 

Q. —What about the balance? 

A. —The balance comes out of the general municipal revenues. In a resolution 
which was issued in this week’s gazette by the Local Self-Government Department 
•of the Ministry, the Minister has agreed to the view that in any productive 
scheme like water-supply, etc., administrative sanction should not be accorded 
unless the local body concerned pledges itself to raise sufficient funds to cover 
^charges on account of maintenance, depreciation and interest. 

Q. —What about the old schemes? 

A .—We have not yet laid down any policy with regard to the old schemes. 

Q. —How do you give the grants for education? 

A. —On the basis of number of students and qualifications of teachers, etc. 

The President. Q .—Can a municipality levy an educational cess? 

A. —No. 

Q. —Do they get any subsidies for general purposes? 

A. —No. 

Sir Percy Thompson. Q. —Do you give to the local bodies subsidies for general 
^purposes ? 

A. —We give subsidies to the District Boards for general purposes. 

The President. Q. —What proportion do you give for the initial cost of a 
scheme ? 

A. —I n the past the Government orders to the Sanitary Board were that not 
more than 50 per cent, of the cost of a work should be given and this was 
interpreted as meaning that ordinarily 50 per cent, should be given. This has 
now been set right by recent orders. 

Q. —The Government gives a loan for half of the work, and part of the 
maintenance ? 

A. —Not for maintenance. 

Sir Percy Thompson. Q.~ Would you mind telling us what is a chaukidari 
tax ? 

A .—The chaukidari tax depends upon the number of chaukidars to be main¬ 
tained in a village. This is fixed at one per so many houses; the Deputy 
Commissioner then assesses on the land revenue of the whole village the amount 
payable on account of the number of chaukidars required. The amount thu 3 
arrived at is distributed among all the villagers whether they pay land-revenue 
or not. 

Dr. Hyder. Q. —IJnder what Act is this tax levied? 

A. —It is levied under the Punjab Laws Act. 

The President. Q. —How do you do it in case of a small village with a large 
.number of houses and a big village with a smaller number of houses? Who makes 
the distribution of the amount? 
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A.—It would be a rare thing for a small village to contain a large number 
of houses. The distribution is made by the Deputy Commissioner on the reports- 
of the Tahsildars, etc. 

Q .—Who determines what each household should pay ? 

A. —The Deputy Commissioner himself does it. 

Q. —How much? 

A. —It varies in different districts according to the Deputy Commissioner's 
estimates. 

Sir Percy Thompson. Q. —As between the two people living in houses of 
different sizes, what would they have to pay T 

A .—In Lyallpur there is a fixed rate for shop-keepers, while Zamindars 
pay according to the quantity of their land. 

Q .—Then it becomes a profession tax? 

A. —To some extent, though it is a very small sum. 

Dr. Paranjpye. Q. —Can you tell us the amount of chaukidari tax for a small 
shop-keeper l 

A. —Perhaps Rs. 2 a year. I cannot say exactly what it is. It does not. 
concern the Local Self-Government Department branch. I am only speaking 
from my recollection. 

The President. Q .—It does not appear in any accounts? 

A. —I think it appears in a personal ledger of the Deputy Commissioner at 
the Treasury. 

Sir Percy Thompson. Q. —Practically speaking, land is a free gift to the 
nfunicip&lity ? 

A —les 

The President. Q .—You have the old village site in a municipality which is 
free of land-revenue, and there will be some cultivable land which pays at the 
rate for the agricultural land, and you have also other land which is assessed 
to ground rent, practically to rack-rent. You may have a village site which pays 
nothing, another, agricultural land, which pays Rs. 5 and another, ground rent- 
land, which pays Rs. 10 : the local body can only tax Rs. 10 as ground rent 
with the result that instead of getting Rs. 60 they get only Rs. 50. 

A. —I do not think this practice exists in the Punjab. My experience relates 
chiefly to colony districts. 

Q .—In colony districts it does not exist, you n^ean.? 

A. —They have a separate urban assessment. 

Q.—Can you introduce an urban assessment in the course of settlement? 

i A .—I think that is one of the terms of settlement. If land is used for 
building purposes it becomes liable to urban assessment under the Land Revenue 
Act. 

Q .—Would you like to give up the assessment of these lands and give to the 
local bodies the full power of assessing which they cannot have bo long aa 
proprietors pay land revenue? 

A .—I am sorry I cannot answer this. 

Q. —Do you think that it will be a good thing to allow a municipality to 
have the land tax? 

A. —In old towns it would be possible, but in colony tracts it would be very 
difficult because values increase so enormously. 

Q .— In 20 years hence that would enable them to abolish octroi and substitote- 
a tax on lands and houses? 

A .—It would give the colony towns an advantage at the expense of the 
general taxpayer. 

Sir Percy Thompson. Q. —The total value in a new town which might be* 
developing would not be greater than in the old developed towns. Would„ it? 

A .—To a very great extent it would. There is a place in which land is- 
worth as much as Rs. 20,000. The absolute value of the land in colony towns Is- 
greater than in non-colony towns. 
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Q. —Take Lahore, you call it an old town, and take a new colony townj 
would land be more valuable than in Lahore? 

A. —Not very much I think. I am not acquainted with the value of the 
lands in Lahore. I think the values in Lahore, which is very exceptional, are 
almost the same as in colony towns. 

Q. —With regard to question No. 106, you say that the criterion of ability to 
pay may be accepted, but as regards local or beneficial services the measure of the 
benefits received cannot be accepted. What test would you apply, would you 
apply the test of ability to pay? 

A. —I suppose so. The reply in this case has come from the Ministry. 

Q .—Then with regard to the powers of taxation, you say that for the present 
the powers given are on the whole sufficient and no extension is called for. Bo 
you mean by that that the funds raised by taxation are sufficient? 

-4.—No. The number of municipalities in which there is a house-tax is very 
small and the number in which there is a water-tax is even smaller. 

Q. —Can you impose any other tax than what is stated in the Scheduled 
Taxes Rules? 

.4.—Yes : the Scheduled Taxes Rules do not prevent the imposition of other 
taxes with the consent of the Governor-General in Council. 

The President. Q. —Your Act is rather peculiar, you allow everything in the 
Scheduled Taxes Rules, but you would not allow a district board if it wished to 
abolish the road cess? 

A. —No, there is no road cess; there is only the local cess, which is a cess 
imposed by the Act and not by district boards. 

Q .—But in some European countries they lay down a rule that the local bodies 
shall levy such and such a tax and others are optional. 

A. —In the case of district boards the local cess is compulsory; to that extent 
the main tax is imperative. 

Q. —But there is option between house-tax and octroi in a municipality? 

A. —Yes. 

Q .—If a municipality wants a water-supply, but says that water tax is unjust, 
is the water tax imperative? 

A .—We are trying to make it compulsory. 

Dr. Hyder . Q. —-With regard to octroi, terminal tax, etc., the local bodies 
have to take the previous sanction of the Local Government. I should like to 
know why it is so. Is it th€ fear that they may undertake unprofitable expendi¬ 
ture and so on ? 

4.—No, I do not think so. So far as T can make out the distinction between 
taxes that may be imposed with sanction and taxes that require no sanction 
represents no general policy. 

The President. Q .— You find no difficulties in the management of pounds by 
the local bodies? 

A. —None, they are managed to a great extent though the Police. 

Dr. Paranjpye. Q.—The Police send the cattle to the pounds and the local 
bodies feed them and recover the profits? 

A. —Private individuals send cattle to the pound too. 

The President. Q .— Then, it is, in practice, a subsidy to the local body? 
There is a net profit? 

4.—But the local body also does a certain amount of work, it sees the 
pound is properly kept up and feeds the animals, etc. 

Q *—Then as regards fisheries, you say, no income is handed over to the local 
bodies ? 

A. —Yes. 

Q •—There are hardly any tolls in the Punjab? 

A.— Yes, except one in Rawalpindi which is imposed by the district boards 
there is no other toll levied by a local body. 

Q .—Then yen have a lot of femes ? 
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A .—Yes. 

Q ,— They are really manage*.! by local bodies, but they dou ,J . use the profits 
for building bridges? 

A .—They are managed by the local bodies. I don't think they use the profits 
for building bridges. 

Q. —I think there is a profit on it?. 

A. —I think there, is. 

Q. —They give these out on contract? 

A. —As a rule. 

Q. —Regarding motor-vehicles ? 

A. —This question has not arisen until lately when a provincial tax was imposed 
and the matter is in rather a confused state at present. 

Q. —Have you got any entertainments tax in the Punjab. Sometime ago 
we remember to have seen in the papers that the Lahore Municipality was 
going to impose this tax. Can you tell us at what stage it is? 

A .—The Municipality formulated the proposals and then published them for 
public criticism, but they never sent them to Government for scrutiny, I suppose 
because they received too many objections to the scheme. 

Q .—Have you considered whether it is a proper source of income "for local 
bodies ? 

A .—We have had no opportunity to consider the proposal as to whether it 
is a proper source of income for local bodies or not. 

Q .—Does it come under the scheduled taxes? 

A. —It requires the previous sanction of the Governor-General in Council. It 
is not scheduled as a tax which a local body may impose, nor can the Local 
Government sanction the imposition of such a tax. Anyway it never came 
up before this Government for consideration. 

Q .—You say that apart from the taxation involved in vehicle registration fees 
no question has arisen as to the transfer to local bodies of the proceeds of such 
taxation. But confusion has arisen about this registration, part of the work 
being done by the Police. The local bodies take taxation on ordinary vehicles? 

A .—There is no distinction. 

Q. —The numbering, etc., is done by the Municipality? 

A. —Yes. The Municipal Co nmittee registers and numbers vehicles for hire. 
The Police have nothing to do with it- Everything is done by the Municipal 
Committee. 

Sir Percy Thompson. Q. —Do you think really that there is a very strong 
objection to the house-tax in Northern India? In Southern India practically 
the whole of the revenue is raised by house tax? What is it due to? Is it a 
general objection to direct taxation or any particular objection to the house 
tax ? 

A .—I think it is a general objection to direct taxation. I am unable to 
explain why there is no such complaint in the south of India, but so far as I 
know, there is resentment against the house-tax in these parts. 

Dr. Hyder. Q. —In your book dealing with sub-section 161 (a), you say only 
14 municipalities have cared to levy the house tax, and this fact shows that 
people are opposed to direct taxation. 

A. —The views expressed in my book are my private views written many yjears 
ago. As representing the Ministry of the Punjab Government, I do not want to 
reassert them here. 

Sir Percy Thompson. Q. —Do yoi think that house-tax is a fairer tax than 
octroi ?! 

A.— Yes, certainly. 

Q .—Is there any pressure put by the Provincial Government to raise the rate 
of this house tax? 

.4.—No. 

Dr. Ryder. Q. —In case of salt aud other excisable articles, I think the 
local body cannot levy octroi duties, but can impose a terminal tax. What i* 
the reason for that, exemption in one case and allowance in the other? 
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A *—I have already expressed my personal opinion on this. There is no 
reason for it. I cannot discover any, except perhaps a historical accident. 
There is no reason for imposing the tax in one case and not in another. 

The President. Q. —With regard to supplementary question No. 108, there is 
rather a mistake. It is, “Is the tax shifted by the importer**. Do you think the 
producer gets less for his produce than he ought to get because of the existence 
of the octroi? In other words is the country paying for the town? 

A .—It must to a certain extent, but it is impossible to judge to what extent 
it is. 

Sir Percy Thompson. Q .—You think probably some indirect levies are also 
made by the staff? 

A.- —Yes, judging from the complaints so constantly heard as to the exactions 
of octroi establishments. 

Q .—What are the advantages of terminal tax over octroi? Surely a refund 
system involves less of a tax on transit? 

A. —One of the most difficult things is this refund system. To get a refund 
from a municipality involves a most lengthy process. There is much corruption 
also in this. As I have said octroi should be discontinued wherever possible. 
I have found people always against refunds. 

Q. —Terminal tax is also a tax on trade, is there any objection to it from the 
administrative point of view? 

A. —When terminal tax is assessed on rail-borne goods Only its collection 
is cheaper and easier. Terminal tax is levied on weight and not ad valorem and 
so gives less room for corruption. The merits of the terminal tax over octroi 
are purely administrative. 

The President. Q .—You mean terminal tax does not vary on articles? 

4.—No, always on weight and not ad valorem. 

ij .—I suppose ad valorem rates assist evasion? 

A. —Yes. 

0 .—In your answer to (c) of question 109, you say that it is not true that 
4he octroi duty is liable to be extensively evaded. What is your experience ? 

A. —I mean that Government have received no such complaints. 

0*—I n your answer to the next question you say that one of the reasons 
urged against direct taxation is that it has to be paid in lump sums and is 
difficult to evade ? 

A. —Yes! 

The Mahafajadhiraja Bahadur of Burdwan. Q .—Is octroi very unpopular 
here ? 

A, —Yes, owing to the trouble involved in its administration. 

The President. Q. —What about the pilgrim tax; have you got it in many 
places ? 

i .—Pilgrim tax is only levied in one place. It is a surcharge on railway 
tickets collected from persons coining from outside a certain radius. 

Dr. Paranjpye . Q .—Are there many places of pilgrimage in the Punjab? 

A. —There are not many places of all-India importance, Kurukshetra is the 
only place where the pilgrim tax is levied. I may also explain that the whole 
of the money is devoted to the cleaning, repairing, etc., of the sacred tank. 

The President. Q .—In the case of direct taxes, say house-tax, who does the 
assessment ? 

A .—The Municipal Committee does it. 

Q — You do not assist the municipality through an Extra Assistant 
Commissioner ? 

A. —No. 

if .—Is it because the municipality does this work that it is very unpopular? 

A .—I can’t answer the question. 

Sir Percy Thompson. Q .—Is it not quite wrong that the tax should be paid* 
by the owner of the house who may be a non-municipal resident altogether? 
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A .—How? The value of the property and so the rent is increased by the 
activities of the local body. 

Q ,—What I say is this. The inhabitants of the town/pay to a municipality 
because they get the benefit from the municipality. Why should an owner pay 
the municipality when he does not receive any benefit? 

A. —He gets an increased rent owing to the benefits given by the Municipal 
•Committee. Thus indirectly he benefits from the municipality. But for the 
municipal administration, the value of an owner’s property would not increase, 
and it is because of this value he gets an additional rent also. 

Q .—Suppose I am in a house where there is no water and I go to a house 
where there is water. I pay for it because I want water. There is no reason 
why the landlord should pay for it. The owner does not benefit at all ? 

A .—Very rarely the owner actually pays. All these taxes are generally added 
to the rent. In my own experience in Simla the house tax is paid in additicm 
to the rents. House tax is imposed in a few towns in this Province, and in 
•almost all the cases it is paid by the occupier. 

Q. —Would it not be better to collect it from the occupier? 

A.—In many cases the Municipal Committee does not know who the occupier 
of a house is. The occupier may be changing frequently. And then who is to 
pay if there are 3 or 4 occupiers? 

Q. —In England there is no such difficulty felt'; we always collect from the 
occupiers. 

A .—In a place like Delhi and other places it will be very difficult to collect 
from the occupiers who change frequently. 

Q. —Is there any provision in your Act allowing the owners to pass on the 
tax?' to the occupiers ? 

A. —No. 

The Prescient. Q .—There is no exemption for house taxes, even for the 
•smallest houses paying one rupee a month? 

A. —There is no such exemption theoretically. But in practice some persons 
are exempted. 

Q. —You say there is an appeal? 

A. —Yes, there is an appeal to the deputy Commissioner and Commissioner. 
The appeal is against assessment, he can reduce, but he cannot raise the assess¬ 
ment. 

Q. —Don’t you think a provision of that sort would be salutary? Powers of 
revising the taxes or exempting; generally vetoing of assessment under the 
.general powers? 

A .—I think so. 

Q. —Do you surcharge the municipalities? 

A. —No. 

Q .—The tax on transfers of immovable property has been abolished in urban 
areas. Have you got any varying stamp duty for transfer of property in towns 
and in villages? 

A. — We have just passed an Act in the local Council enhancing the stamp 
duty on transfers in urban areas. 

Q. —But then, the municipality has lost the tax tfiat it levied on the registra¬ 
tion? Can you tell us how much it is? 

A. —I am sorry I cannot tell you; stamp duty has nothing to do with my 
department. 

Sir Percy Thompson. Q .—The stamp duty has been raised, and the tax levied 
by the municipality has been abolished. Has not the municipality objected' to 
this? 

A. —The municipalities have not yet objected. We gave an undertaking in 
the Council that the municipalities would not be allowed to tax transfers also. 
Some of the members who were residents of Amritsar and Jullunder had objected 
to the double taxation, I think. We have asked the municipality what they 
propose to substitute for it. 

The President. Q .—Can you tell me under what section of the Act that tax 
-was imposed? 


* 
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A. —It is with the previous sanction of the Governor-General-in-Council 
“any other tax” under section 61 (3). 

Q ,—X do not quite understand one provision about the tax on houses and 
lands. Except in Simla, can you levy either on the hous# or on the lands or on 
both ? 

A. —There is nothing in the first part of clause (a) of sub-section (1") of 
section 61 to prevent it though later the proviso seems to imply that it cannot be 
levied on both. The Act is badly drafted. 

Q .—In every other Act it is on. the holding ? 

A. —I do not know. 

Q .—Would you assess agricultural lands which fall within the municipal 
area? 

A. —No, not to house tax* 

Q .—Don’t you get cases very much on the margin? You might have a small 
garden house with a great deal of land attached. Would you tax that? 

A .—I don’t think there is anything to prevent it legally. 

Sir Percy Thompson. Q. —With regard to Q. 114, under what circumstances 
is exemption granted to individuals? Is it on account of poverty or something 
of that sort? 

A .—Yes, 

Dr. Paranjpye. Q .—With regard to Q. 116, we were told that there was some 
difficulty about the levy of profession tax, that it was not legal and so forth. 
Can you tell us what that is? 

A .—There were two difficulties in connection with the profession tax. In 
the first place it was held by the High Court that the consent of the Governor- 
General was necessary for the tax in notified areas. Secondly, it was held when 
a tahsildar was assessed and a suit was brought against him for the recovery 
of the amount, that a Government icrvant was not exercising a profession. 

Sir Percy Thompson. Q. —I see it stated in reply elsewhere fchat the assess¬ 
ments to the profession tax are revised by the Deputy Commissioner. Does he 
have access to the income-tax assessments himself ? 

A. —The agency is entirely separate, 

Q. —But would there be any objection—and would it meet the case—if he 
had access to the assessment? 

A .—I can see no objection, but the income-tax authorities might object. 

Q. —Would that alternative be satisfactory for the local authorities? 

A .—Yes; most satisfactory from the point of view of the local bodies. 

The President . Q. —What would be the effect of asking the income-tax 
authorities to tax all incomes down to Rs. 500 and to hand over the income 
collected between Rs. 500 and Rs. 2,000 to the local bodies? Would it be more 
satisfactory than the present system l 

A .—I think it would probably produce more income; but it might not be 
more satisfactory to the people concerned. 

How? ' 

A .—The prying of income-tax officers into their affairs would be resented 
more than enquiries by local committees appointed for the different parts of the 
district by the district board. 

Q-—Does it not put rather an undesirable power in the hands of the local 
bodies ? 

A. —I do not think so. The assessment has to be confirmed by the Deputy 
Commissioner and there is a right of appeal to the Commissioner. 

Q .—What is the section that covers this subject? 

A. —Section 30 of the District Boards Act. 

Q •—Is it not indeed rather extraordinary to have the profession tax in the 
rural areas and not in the urban areas? 

A. —It is not extraordinary when you consider the reason for it. 

Q .—What is the reason? 

A »—It is simply to make the non-agriculturist living in villages pay something 
to the district board revenues when he is benefited by the hospitals, roads, 
schools, etcl 



83 


Q ,— You say, 1 the tax has been found to be difficult of assessment^ and in 
the case of district boards of collection also \ Now two years ago the Govern¬ 
ment suggested that the district boards might employ Extra Assistant Com¬ 
missioners and several of them have done so. Don’t you think it desirable to 
go a step further and make it over to the Income-tax Department ? 

A. —I don’t think the Minister for Education would approve of that but I 
cannot say. ... 

Sir Percy Thompson. Q .—What do the * minimum * and * maximum mean in 
your note? 

A. —Its. 2 per annum on incomes of Rs. 200 per annum, Rs. 3 per annum on 
incomes of Rs, 300 per annum and so on. 

Q .—In the case of incomes above Rs. 2,000, all that the Income-tax Depart¬ 
ment would have to do is to give a list of people paying income-tax. 

A .—All that would be necessary for the Income-tax Department to do would 
be to give a list of income-tax payers and this is what we asked for in the* 
correspondence with the Government of India. 

The President. Q.— With regard to supplementary question No. 117, our 
difficulty is to ascertain the proportion which the general taxpayer in the different 
provinces pays for local administration. So long as we take the percentage borne 
by subsidies to total income, we get nowhere; because the indirect subsidies- 
vary from place to place. Can you suggest any better way of getting at the 
proportion than taking the actual cost of the services and taking the percentage 
borne to that by the local taxation? 

A .—In the very short time I have had to think about these questions, I 
have been unable to think of an alternative. 

Q .—You say in your original answers 4 50 per cent, of the cost of the muni¬ 
cipal roads \ 

A.—No. We said 50 miles and not 50 per cent. This refers to the parts of 
the Grand Trunk Road which pass through municipal limits. 

Q .—* Special assessment ’ is another phrase for a betterment tax on unearned 
increment. You have not begun to impose any such tax through any of your 
local bodies so far? 

A .—Not at all. 

Q .-—With regard to Q. 161, you say ‘The present system is only unsatisfactory 
in so far' as the land revenue system itself is unsatisfactory, in that it dis¬ 
tinguishes between tlie rich and poor only in the actual amount taken from 
them and not in the proportion of their respective incomes that it takes \ Have 
you any reinedy for that? 

A .—I cannot think of any. 

^ Q- —In reply to Q. 167, you say ‘So far as the Punjab is concerned the 
principles upon which assessments of buildings and land are to be made are 
laid down by statute \ What is the statute’ you refer to? 

A .—The Municipal Act, section 3. 

Q .—In Calcutta it is done by the executive officer and the local body has 
no control over the assessment at all. On the other hand, your provision 
for appeals is peculiar to the Punjab? 

A .—I do not know. 

—You say that the central agency would be extremely expensive. Would 
the assessment by, say, an Extra Assistant Commissioner be better? 

A. —We were not thinking merely of the employment of a Government officer : 
we thought you meant setting up a regular central agency for assessment. 

Q -—That has been the case with us. We deputed a deputy collector to a 
municipality and the result was an enormous increase in the assessment. He 
is paid for many times over. 

A. —I personally would prefer the assessment by an officer deputed and it 
would certainly pay. 

Q .—You still think that Commissioners and Deputy Commissioners should' 
have control over local bodies ? 

A. —Yes. 

Q -—Do they now form a considerable number in these bodies? 

A .—All district boards except one have the Deputy Commissioner as their 
chairman at present. 

Q. —Have you any audit staff? 

A .—We have our audit staff but no power of eurcharge. 

F 2 
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Jit. OWEN ROBERTS, of Messrs. Clements, Robson and Co., 
Lahore, was next examined. 


‘Written memorandum of Mr. Owen Roberts. 

My business is connected with the purchasing of food-grains and has led to 
my devoting considerable attention to the question of agricultural statistics, 
and I wish to avail myself of the opportunity of once again drawing attention 
to the very severe blow dealt to this subject by the discontinuance of the Reports 
on Inland Trade. This is referred to Annexure A, question No. 1, Part II 
(d) y Statistics of Trade . 

Any consideration of this subject to be serious must include more than three 
factors mentioned in para. 2 (a) General, Annexure A. Of “the three factors 
mentioned there, one alone, namely, the first, is reliable, and it is only by adding 
to those three factors, the two factors of population and trade figures (imports 
and exports) that any reliable check on estimates can be instituted. 

At present a special Committee, on which I have the honour to be serving, is 
•considering this subject of prices and crop forecasts, and it may serve to explain 
my meaning if I attach to this a copy of a note put up to this Committee. 

2. Prices .—In so far as the data relate to prices of food-grains, they are utterly 
worthless, * the systems of collection being to blame. The present system might 
have answered during the time of Akbar, when even in ter provincial trade on its 
present scale, much less international, trade was unknown. The lesults under 
present conditions are useless, and therefore any deductions from them can have 
little or no value. A revised system of collating these data is being recommended 
to the Government of this province and with proper checks, based on returns 
known to be above suspicion, the results should be valuable in time. 

Instances, illustrating the untrustworthiness of the present returns, could 
be quoted from any of the three provinces with which I am intimately con¬ 
nected in Northern India. 

3. The above remarks cover all that can usefully be put forward on matters 
with which my business is directly connected. Before concluding this note, 
\however, I am tempted to put forward certain observations on what appears 
to me to be the injustice inflicted on provincial Governments by the present 
pystem of -taxation. 

Land revenue is the principal source of income and on its merits this stands 
■discredited. 

Theoretically, it is founded on the assumption that the State is entitled to 
50 per cent of the producer’s surplus, and this is commuted to a cash basis at 
rates fixed during periodical assessments. 

Practically, the 50 per cent basis has been reduced to 33£ per cent, and 
it is now under consideration that it shall be further reduced to 25 per cent, 
and an examination of the prices fixed for commutation will show that they 
are all far below the value of the articles at current market rates. 

Here again the tax is one unsuited to modern conditions. The fact tfcat 
the theoretical percentage due to the State has had to be lowered speaks for 
itself, and the system of assessing commutation values for a period of years 
is not one which can possibly be applied on any scale that would be just to 
both the producer and Government, with the consequence that Government faces 
a definite loss rather than inflict injustice on the payer. The principal source 
of provincial revenue, therefore, can only be regarded as discredited in theory 
and impossible in application because of the inelasticity of its application. 

I make these observations with a view to show the position of helplessness to 
which the province is reduced in order to emphasize the added injustice arising 
out of certain forms of taxation imposed by the Central Government. 

I have in mind particularly the present scale of import dutiAi and will 
illustrate my meaning by taking the tax on motor cara. 
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I* a recent Bill the Punjab Government impose^ a tax of Rs. 80 per annum 
on 4 seated cars. Take the case of a 4 seated car on which an import duty 
of Rs. 1,000 is levied, and it becomes apparent that the Local Government has 
io provide roads and otheap'amenities for this car for 12^ years before it receives 
a>' much as the Imperial Government takes from the buyer when the car enters 
the country. 

The whole scheme of import duties is settled on a scale for* which some 
justification might have been claimed when the Imperial Government was 
responsible for provincial welfare or to put it more correctly when the pro¬ 
vinces were merely the agent 'of the Central Government, but when, as now, 
the Provincial Government has transferred subjects for which it is entirely 
responsible, the system is both impossible and unjust and its results are see# 
in the prodigality if not waste of the more favoured departments which mi* 
(retained under the Central Government directly. 

In this province the chief trouble is still ahead; large new areas brought 
under cultivation must have given appreciable increases to land revenue, and 
in most cases development of these has not been carried as far as it will have 
to be, and an apparent surplus has resulted enabling Government to be carried 
on, but when the obligation of development has been fully carried out, unless 
an adjustment is made with the Central Government or some unforeseen- 
sources of revenue open up, the prospect before the province is poor indeed. 

Note on Crop Estimates . 

The outstanding defect of the present system of handling crop statistics lies in 
the absence of any systematic method of checking the results published in the 
final forecasts, and as the present opportunity may not offer again in the near 
future, the following notes are put up for record if the Committee feels that 
the suggestions made are outside the scope of the enquiry entrusted to it. Before 
ciming to the suggestions themselves, it is necessary to discuss the subject 
shortly on general lines. 

The general system hitherto followed has been to rely on data supplied’ 
to the Director of Land Records, which are massed together and then placed 
before the Director of Agriculture who applies corrections or modifications 
based presumably on independent information, when the results obtained are 
published and apparently treated as final. 

The question that occurs to one is whether it would not be possible to devise 
a test of the figures year by, year and it is with a view to develop this subject 
that this note is written. 

The productions and consumption of crops can be split up into the follow- 
ing heads:— 

1. Acreage .—This may be taken as absolute and correct. 

2. Yield .—This is divided into two sections—consumption and surplus. 

Acreage .—Of this it may be said that it can be accepted as final mtf 
accurate. Slightly more detailed figures as suggested by Mr. Trevaskis, dividing 
the acreage up into the various classes of land cultivated, would probably 
prove of advantage. 

Yield .—This must always be in the nature of an estimate and it is this 
estimate that it is proposed to check. The methods of arriving at it are 
probably exhausted by the employment of one of the three following methods :— 

(f) By a direct guess with the area under computation before one. 

(2) By the direct method of assuming a “ normal ” outturn for any given- 
class of land and modifying the result by a seasonal factor. This 
method appears to me to be most misleading because any “ normal 
arrived at, even if the result of actual crop-cutting, is not and 
cannot be a “ normal ” in the correct sens^ of the word, because 
the data on which it is based must themselves be subject to ell 
the vicissitudes or advantages of the particular season or seasons 
from which they are derived. 

(5) By crop-cutting experiments on a large scale in each district annually.. 
This would offer the best prospects of success if it could be applied 
to every crop in every district in a big way, but it would be- 
too expensive. 
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The problem is now to devise some chock on the figures for the yield of 
■any given district, and has occurred to me that an analysis of the factors that 
are derived from yield may help. The yield of a district is disposed in one 
of two ways, i.e., either by consumption or by export from the district. Of 
these two factors the export can be exactly ascertained, and by deducting this 
figure from the estimated yield and comparing one district with another it 
should be possible to distinguish gross errors. 

Taking all factors into consideration, three, which contribute to a solution, 
are known and these are the acreage, the population and the net exports 
or imports, and at this stage of the enquiry only one of these remains to be 
ascertained, i.e., the net exports or imports. Generally speaking the enquiry 
under this last head need only be extended to recording the exports and 
imports by rail; in certain rare cases only it would be necessary to take into 
account trade movements by river or road. To attain the object in view it 
would be sufficient to obtain from the railway a return that might be sent daily 
to a central office in Lahore, showing the quantity despatched of all classes 
of articles under consideration, and a similar ireturn of all imports into the 
station without giving the station of origin as that would be of no interest. 

From these figures the exports from and imports into every district would be 
known and the net figures, whether of export or import, arrived at, and it would 
be possible to say in respect of every article of consumption that over a known area 
its production was sufficient to maintain a known population, and the consump¬ 
tion 2>er capita of the article arrived at on the basis of the yield forecasted. 
If the results between different districts were widely different, the yield figures 
■could be examined and tested in the succeeding crop. 

To arrive at data for, these tests, I would suggest that without interfering 
with the present method of estimating yields, crop-cutting experiments on a large 
scale should be instituted yearly in a few selected districts, and the results 
arrived at by these experiments compared with the trade figures, and with 
yields given by the ordinary methods of estimating, and with the figures of 
other districts. Once the entire province was covered, say, in five years, a most 
valuable set of figures would have been constructed, and I think a very much 
more reliable system of forecasting arrived at. 


Mr. Owen Roberts gave oral evidence as follows 

The President. Q .—You have been good enough to send us a note dealing 
with three points—statistics, land revenue and customs. As regards statistics 
which is the most important part of your note, you know a new Committee has 
been appointed to deal with that subject and we will pass on your criticisms 
to that Committee. But in so far as they show the pressure of taxation on 
any particular class of people, have you any suggestions to make? 

A .—I have only dealt with the question of agricultural prices. The Com¬ 
mittee has decided that the use of the word “ normal ” should be abolished. 

Dr. Paranjpi/e. Q. —You are in business? 

A. —Yes. 

Q. —On what prices do you depend for your business? 

A .—X have to buy very largely for inland as well as for the export trade. 
The prices which one pays for export are governed by the prices cabled from 
England and the local prices are largely governed by these prices. 

Q,— -You don’t depend upon the prices published by the Government? 

A. —No 3 they are perfectly useless. 

Dr. Hydez. Q. —You say that the Government of the Punjab has had to 
give up the question of ascertaining the normal yield? 

A. —The Committee formed to consider the question has decided to recom¬ 
mend the discontinuance of the use of the word “ normal ", 
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Dr. Paranjpye. Q. —What about the seasonal factor T 

A. —My second note deals with the subject fully. It is a question of how 
to check the seasonal figure. 

Q. —You'say that the crop cutting experiment is the best? 

.4.—Yes. If you have statistics of the population and the area and find 
that given certain conditions a certain area can export a certain quantity, then 
you will have some definite data to go on. 

Dr. Hyder . Q. —Whether you call it a normal or average yield, -suppose 
there have been crop-cutting experiments for 20 years and you eliminate the 
seasonal factor. Then how are you going to estimate the variation from the 
average ? 

.4.—My second note deals with that point fully. If you take a set of crop¬ 
cutting experiments spread over the province and the next year or five years later 
you get a given set of conditions in a particular area and the outturn is estimated 
to be a certain figure, this figure could be checked against similar experiments 
in the same year and you will have a check on the variation. At present you 
have none. This must 'be done systematically every year in certain districts. 

Q .—You will have these figures by districts ? 

A .—I would not commit myself to that. It is a matter to be settled by the 
agricultural people. But in whatever way you do it, whether by districts or 
divisions, the result will be the same. At present it is done by districts. 

Dr. Paranjpye. Q .—How would you estimate the crop which is consumed, 
in the district? 

A .—By deducting from the estimated production the actual exports by rail 
from the district. 

Dr. Hyder. Q .—How will you take into consideration the storing of grain? 

A .—It is not practised now to the same extent as it was before the war. 
You now find the stocks cleared out periodically. 

The President. Q .—Bo you find the existing official estimates of crops to 
be excessive or the reverse? 

A .—They were fairly reliable till the last few years. But during the last 
few years it has been difficult to read any meaning into them. 

Q. —You do not agree with the Chamber of Commerce which always adds 
25 per cent to these estimates? 

A. —No. 

Q. —You don’t find them underestimated ? 

A. —I should say that for the last year or two they have been overestimated. 

Q. —You say something about commutation prices. Do you find the prices 
in the official returns generally above or be!6w the market rates? 

A. —They are generally well below the market rates. But the system of 
recording prices is defective. Last year the value of wheat at the harvest 
time in Lyallpur was reported at Rs. 4-4 a maund in villages when it could 
not possibly have been more than Rs. 3-8. I do not know how they got at 
this figure. 

Dr. Paranjpye. Q .—So that will have the effect of increasing the revenue? 

A. —I suppose it would have. I may point out that the rates given in this 
return I have with regard to Lyallpur district are very high. But the rates 
were never applied. The revision never took place at those rates. Again take 
Jullundur for example. The price of wheat put down here is 38 seers per 
rupee in 1914. But actually it was much higher. 

The President. Q. —They take the average of the last 20 non-famine years? 

A. —I do not know what it is. The commutation prices are far below the 
prices at present ruling. 

Q .—Even at the commutation rate, it is very low? 

A. —Yes. It does not represent the market value. 
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Q ’—You say that the 50 per cent basis has been reduced to 33^ and it is* 
under consideration that it should be further reduced to 25 per cent and an 
examination of the prices fixed for commutation will show that they are all 
far below the value of the articles at current market rates. So that altogether 
what is taken as land revenue forms only a fraction of the surplus? 

A .—I do not know what fraction it represents. But to try and prove that 
it is based on a definite principle seems to be out of the question. 

Q .—It is not what it purports to be? 

A— -No. I do not think it is anything like what it purports to be. 

Q. —What is it then? 

A. —I should call it rent. 

Q. —Government is taking what it can from the people? 

A.—Yes; it comes to that. There seems to be an inherent admission to that 
effect. You start on some basis; you say you take 50 per cent of a certain 
tning; then you say you will take 33 per cent; and finally the result is you are 
taking what you can get. 

Sir Percy Thompson. Q. —Supposing you take 50 per cent of the surplus? 

A. —I should call it a heavy payment. I take it that this 50 per cent is- 
charged on his net assets, i.e., after allowing for his reasonable expenses and 
oost of production. 

Q .—What is the rent in England? 

A. —A case was given me the other day of a man who bought a farm of 
200 acres and who gets £75 by way of rent. That is the most he can gei for it. 

3-—My point is that you find the charge to the cultivating tenant very much 
higher in the case of lands that are let on rent to the tenant. A man voluntarily 
takes some lands from a landlord and pays a certain rent. The land revenue 
he pays for land of a similar quality similarly situated would be very much 
Jess. If a_ man voluntarily takes lands and pays a private person a higher 
rerfc than he is to pay to the Government, how is this land revenue excessive: 

A .—The fact remains that Government cannot call this a tax on the basis 
on which they have started. 

Why do you say that? 

A.—I know nothing about the incidence; but there is the admission that 
they cannot collect 50 per cent of the produce and they have now reduced it 
to 33 per cent. 

The President. Q .—They do not think it desirable to take so much. 


A.—Yes. 

Sir Percy Thompson. Q .—There has been a controversy with regard to the 
ownership- and the shares which belong to the Government and the cultivating 
tenant; not that it cannot be collected. 

A.—If you get the whole 50 per cent, the revenue will be very well off;, 
but they cannot get it. 

The President. Q .—Have you formed any idea on what lines you can 
proceed to reform the system? 

A.—I cannot see any lines, but I -may say this. I do not think that the 
system of fixing prices as they do it now will ever work. The system is. based 
on a time when the crop was worth what it could fetch in the district where 
it was produced. If you had a good crop you had cheap pricw3; but if it 
was a bad crop prices were high. In other words, the local value depended on 
the production. These conditions do not apply to-day. For instance, I may 
givef you certain figures. The area of the wheat crop in 1922-23 was 9,573,000 
acres and the price at harvest time was Rs. 3-15-4 and this year the area 



is 9,998,000 acres and it has been sold for delivery in June at Rs. 5-2-7. Govern¬ 
ment cannot get anything like a reasonable share out of the present system of 
fixing commutation values. The fluctuation is so enormous that I do not see 
how you can fix the price for a period of years. 

Sir Percy Thompson. Q. —If you fix a rent, will it be all right? 

A* —Yes; but not based on the market value for a period of years. 

Q .—Rents go up when prices go up in other countries. In England it is so. 

A .—How are you going to fix a steady rate of rent based on prices subject 
to violent fluctuations? 

Q .—What it means is that at one time a man has to pay too much rent' and 
at another time he has to pay too little. An average may be taken. 

A .—I do not know how it will work out. 

The President. Q. —What would you say to taking 1 or 2 per cent of the 
capital value of the land? 

A .—I think it would be a very good idea. At any rate you get down to a 
system. 

Q. —Is the capital value easier to ascertain than annual value? 

A .—You would have to fix what the capital value was. 

Q. —And it will be equally subject to fluctuations in prices? 

A. —Yes; it will. 

Dr. Paranjpye. Q. —Would a system in kind be more suitable? 

A. —No. I had an invitation the other day asking me to bid for 2 lbs. of 
potatoes in a village in Baluchistan 12 miles from the railway station. 

The President. Q. —On the subject of customs, have you anything to say? 

,4.—The only reason why I referred to it is that the provincial revenues are 
badly off. The other day the Municipal Committee here sent their tax schedule- 
to Government in which they put Rs. 4 on motor cars. The whole schedule 
was accepted except this item and Rs. 4 was reduced to Rs. 2, presumably 
because of the heavy taxation that cars are already subjected to. 

* 

Q. —You consider that the recent increase in the customs schedule has in 
some cases gone too high?. 

A .—I think so. At any rate thp provinces are looking round for money 
and the very high customs tariff prevents any possibility of Local Governments 
getting any revenue out of trade. 

Q. —What do you say about the tax on tobacco ? 

A. —It is appallingly high. 

Q. —Suppose a small excise duty; is levied on locally-made cigarettes. 

A .—I think it would be a good idea, but unmanufactured tobacco should’ 
be allowed in free in that case. 

Q. —You would allow it in free and then put a tax on the manufacture?' 
What about the unmanufactured tobacco in this country? 

A.—I think that that should pay a duty. It is a luxury. 

Q. —How would you levy it? 

A. —It would have to be levied on the acreage through the district officials. 

Q .—Have yoo anything to suggest regarding income-tax? 

A. —No. I want to suggest that the provinces should be allowed to tax.: 
exports. 
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Q. —Exports generally or particular articles? 

A .—Exports of selected articles. 

Q. —Obviously you could not allow a maritime province to tax the exports 
of the Punjab and take the profits. 

A. —No; but there is no reason why you should not tax Punjab produce 
going out of the Punjab. The real difficulty is that I cannot see how Local 
Governments are to get anything out of trade. 

Q .—If that is your difficulty., I will refer you to the chapter on the division 
of the proceeds (Questionnaire Q. 147). What we are attempting to do is to 
take each tax and see which procedure is applicable. Now from this point of 
view what do you say about income-tax? 

A .—That will have to be an Imperial tax. 

Q. —Do you think it is impossible either to divide the yield or to allow the 
province to make an addition? 

A .—I do not think it is desirable to allow provinces to make any addition 
to the income-tax or to take any share of it from the Central Government. I 
think that the tax on exports is one that ought to be left to the provinces. 

Sir Percy Thompson. Q. —With regard to export duties, surely it means 
that the producer hero would have to produce below world prices. Otherwise 
lie cannot make a profit. 

A. —No. If you put it at a moderate rate, it would not happen; it would 
be absorbed in the trading risks. 

Q .—-But taking it over a period of years, does it not follow that the producer 
should produce it at a price less by the tax than the world price? 

.4.—I doubt it. There are so many other factors which are to be considered. 
I was thinking of a tax at a flat rate, say roughly at Us. 3-8-0 a ton on exports 
of certain selected articles. This would be too low' to affect trade. 

Q. —Will it give very much revenue? 

A. —It will give a very useful revenue so far as this province is concerned. 
In that way this province would get from 20 to 30 lakhs of rupees every year. 
It would give them something out of trade. 

The President. Q .—Where should it be collected ? 

A. —At every railway station, like the terminal tax. 

Q. —Would not that result in the same consignment being taxed two or three 
times over ? Suppose you collect a lot of wheat here and consign it to Karachi ? 

A. —No. The tax would be levied and collected at the despatching station 
and as the levy would only be on goods consigned outside the province, the 
tax would not touch the local consumer. 

Sir Percy Thompson. Q .—Suppose you are an exporter; and you go round 
and buy wheat in the Punjab, Central Provinces and other places. Then would 
you not pay the export tax when it came to the United Provinces and again 
when it came to the other province? 

A. —No. It would be so arranged that the goods going right through 
would not be subject to the tax. When once the tax is paid it would not be 
paid again, though the article might pass through different provinces, unless 
it happened to be unloaded and stored and reloaded. 

Dr. Tlyder. Q. —Would you allow every province to levy the tax at its 
own discretion ? 

A. —The Government of India might lay down some general lines, about the 
articles that are taxable, about the rates, about the maximum that can be 
•charged and so on, and leave it to Provinces to tax within the limits prescribed. 



Dr. Paranjpye. Q. —-Would not that practically amount to an increase 
in the railway rates? 

A .—Not more so than a terminal tax. 

Q .— Would it not be much better to increase the railway rates? 

.4.—It is a question of helping the provinces and not the railways. 

Q .—Do you know of any other case where there is an export tax unless 
there is an element of monopoly? 

A. —I do not know of any other case. 

The President. Q .—Would not this tax come back to the cultivator ? 

A .—It is a very difficult thing to say. If you collect two annas per maund 
•on wheat, it will come to only between 3 and 4 per cent of the value and a 
fluctuation of one penny in exchange has more effect than this tax. 

Q .— May I take it that the business community does not object to the 
terminal tax ? 

A .—No; it does not hamper trade. As long as it is low, it does not matter. 

Q. —Do you put it on through traffic? 

A .—In places like Lyallpur, etc., we pay it with the freight. My point 
is this. It passes on to the trader and it forms part of his risk. It is a risk 
which he has to face just as he has to face the market risk "when he stores 
-cotton or grain. 

Q .—Have you read Sir Ganga Ham’s proposals ? 

A .—I have not. 

Q .—He proposes to abolish the laud revenue and to levy a tax on all produce 
brought to the railway stations. 

A .—But the tax that you might have to pay may be so large that it would 
affect trade and it might also compromise Government’s position with regard to 
land. 

Dr. Hyder. Q. —May I go back to the determination of prices of wheat 
in Lyallpur, I want to ask a question in regard to crop forecasts. You are 
not guided by the crop forecast in India, but in England people have to be 
guided by the crop forecasts here? 

A .—You can take it as an absolute fact that the whole of the Indian export 
is insufficient to influence the European value of wheat. If it cannot influence 
it the crop forecasts can have very little weight. 

Q .—You say the crop forecast here is inaccurate. I say the same thing 

Applies to the crop forecasts made in America and other wheat producing 

countries. How does the producer of wheat determine the market rate? 

A!— Partly by crop forecasts, but not necessarily by the Government fore¬ 
casts. The interests in Canada and other places are very big and they form their 
own opinion; they are guided undoubtedly by the crop forecasts. That is a 
different thing from saying that the size of the Indian wheat forecast is going to 
influence prices in European countries. The Indian supply is so small ana sp 
uncertain that the European market cannot be materially influenced by these 
returns. 

Q .—The point is this that the crop forecasts made in Canada, America and 
other places are also inaccurate. 

A .—Quite so, but the people there handle these forecasts with caution and 
form their opinion from their own knowledge received through their agents 
on the spot as well. When a man is working for a series of years in thi* 

business he can attach his own value to these reports. 
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28th January 1925. 

Lahore. 


Present : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I., I.O.M., Maharajadhiraja 
Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyper, M.L.A. 


Mr. 0. A. H. TOWNSEND, C.I.E., I.C.S., Officiating Commis¬ 
sioner, Jullundur Division, was examined. 


Written memorandum ot Mr. Townsend. 

Q. 1 .—I was tfor some years Director of Agriculture in this 

province and later Director of Civil Supplies. In these capacities I had much 

to do with the estimates of the production of food grains, particularly of wheat. 
It is extremely difficult to get an accurate estimate of the total production. The 
figures of the area under any crop, in any particular harvest are, I think, accu* 
rate within one per cent. But it is extremely difficult to find the outturn in 

maunds per acre for each crop. So important were the estimates of the wheat 

crop in the Punjab during the war that I used to go to Karachi before writing, 
the final wheat forecast, and compare my estimates of the total crop with that 
of the principal wheat exporting firms there. These firms always gave me every 
assistance.^ I was glad of their views, and I think they were glad to have mine. 

I always issued my forecast after duly considering their estimates. 

Statistical publications in this province have recently been diminished in that - 
the extremely important "internal trade report,** which showed the principal 
articles imported into or exported from the province by rail each year, was dis¬ 
continued in 1923 from motives of economy. I most strongly protested against 
this decision when on the Board of Economic Enquiry. I understand that a 
proposal is now under the consideration of Government to re-introduce the report. 
But even if this be done, there will be an unavoidable lacuna of at least three 
years during which no report was issued. 

Q• 15 (2 )-—I consider a fair commercial profit is the obvious thing to 

take. 

Q; W —Certainly it would be impossible to take the State’s portion of 
the increase as a lump sum. It should be taken annually as a tax. 

Q : 17 .—jVe have, generally speaking, an admirable Tenancy Law in this 
province, and I see no difficulty in fitting it into these proposals. 

Q. 25 .—My reply to the second part is yes. 

Q. 27.— Yes. 

Q. 28. —Yes. 

Q. 29> There is no doubt that indirect taxation is infinitely more popular 
in tne Punjab, at any rate, than is direct taxation. 
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I happened to be the Punjab official representative on the Assembly at Delhi 
in March, 1923, when the increase in the salt tax was most vigorously debated. 
As will be remembered, the tax was ultimately increased from Rs, 1-4-0 a matrad 
to Rs. 2-8-0 a maund. On return from Delhi, I reverted to my post of Director 
of Agriculture, and when on tour in that capacity, I made a point of enquiring 
wherever I went as to the price of salt in villages and whether it had risen lately 
much. The replies I always received were that it had risen, but nobody seemed 
to know or care in the least why this had happened. There was a very great 
■deal of profiteering in salt. I am quite convinced that, so far as the Punjab 
is concerned, the increase in the salt duty two years ago was very little felt, 
and in brief that it is a most suitable and least obnoxious form of taxation. 

Q. 81. —I have had a good deal to do in the last year with the “profes¬ 
sion tax,” which has now bpen imposed by the District Boards of all the dis¬ 
tricts of the Jullundur Division. It has been assessed by the members of the 
District Boards themselves. Many cases have come before me on appeal, and 
generally I consider these assessments to have been extremely badly made. I 
consider the profession tax far more objectionable than the salt tax. Octroi is 
not much objected to. It is in accordance with the customs of the country, but 
it has, in many places, been replaced by a terminal tax. 

Q. tyO. —As to Income Tax, I have always most strongly objected to the 
exemption of incomes of less than Rs. 2,000 from paying it. The limit should 
be lowered at least one thousand rupees. In this province the owner of 
a piece of land, however small, has to pay his share of land revenue, though it 
is true that in calculating that land revenue the fact that holdings are small 
is always taken into consideration. 

Q. Jf9 .—I think tobacco might well be taxed. But I have not considered 
the details as to how to assess the tax. 

Q. 61. —No. One thing is very certain that if total prohibition by law 
is introduced in the Punjab, it will exist on paper only at any rate in the Sikh 
tracts. Illicit distillation in such tracts is extremely great, and is, I consider*, 
increasing. It will be impossible to put it down for many years. The policy 
•of the Punjab Government in excise matters aims at the maximum of income 
and the minimum of consumption. This I consider is right. 

Q. 97 .—So far as the Punjab is concerned, my reply is no. I was 

^Settlement Officer for five years in one of the poorest districts of the province. 
The causes which affect the prosperity of the cultivator in this province are : 

(1) Climatic variations, as lack of rain. Generally speaking water is the 

“limiting factor” in Punjab agriculture. 

(2) Seasonal epidemics, as fever or insect attack. 

(3J The general range of prices prevailing. 

(4) And very important, the agriculturists’ habit of getting into debt on 
marriages, funerals and other ceremonies. 

Q. 98. —It is not true that the land revenue assessment ignores the ability 
to pay, of tHe subject. A perusal of any assessment report of this pro¬ 
vince will show that probably to nothing is more attention paid. Nor is it true 
that the assessments lack the element of certainty*. Punjab assessments are 
generally now made for 30 years, so for 30 years the cultivator knows what he 
hsq to pay. 

I do not agree that the present system leads to more official tyranny and 
extortion than any other system we can think of. There are of course abuses 
in it, but the Punjab officials are only too glad to put a stop to such abuses r 
when they come to their notice. 

As to the time of payment of revenue, it is always most carefully considered 
at settlements, and the convenience of the cultivator is the first consideration in 
deciding it. 

Q. 102. —Certainly. 

Q. 1^.—This is extremely difficult, because the produce and the value 
of land in different parts of India varies so enormously. Nor can we be certain 
that the definitions of the same thing are the same in different- provinces. I think 
method No. 5, that is, the percentage borne by the land revenue to grow 
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produce is the best suggested. But even with the utmost care, I think it will 
be extremely difficult to arrive at a correct idea of the comparative incidence 
of the land revenue in different provinces. So many factors in the matter are 
matters of opinion and not of absolute fact. 

Q . 109 .—As already said, terminal tax is, at any rate, in the large towns 

replacing octroi : the former is much easier, to work as no refunds are necessary, 
and is generally popular. 

Q . in, _I think, tolls are justified on roads the maintenance of which 

is very expensive, as in the Kangra District of this province. Not otherwise. 

Q. 116,-1 have already said that my experience of the profession tax, 

imposed by various District Boards in my Division, has so far been very unsatis¬ 
factory. 

Q. 120. (iv).—I am not sufficiently a financier to criticise ^ Sir Ganga 

Ram’s proposals from the financial aspect. I observe that he criticised Settle¬ 
ment Officers for not suggesting the improvement of lands. I think most Settle¬ 
ment Officers do what they can in the matter. Apparently Sir Ganga Ram said 
that the value of the produce can be definitely increased subject to certain limi¬ 
tations. I regard *this as an absurd over-statement. I can point out tracts in 
this province, with which I am well acquainted, to which, owing to. the nature 
of the country, it is impossible to extend canal irrigation, and well irrigation ia 
impracticable, either because wells are extremely deep or contain bitter water. 

I observe that Sir Ganga Ram said that the present system of land revenue 

was an impediment in the way of scientific agriculture. I do not think there is 
much force in this contention : thus, land irrigated by wells generally pays more 
land revenue than does unirrigated land. The construction of a well is certainly 
a step in the development of scientific agriculture. I find that between 1890 and 
1923 the number of pucca masonry wells in this province increased by over 
45,000. 

While on the question of wells I refer again to question No. 15. In most of the 
districts in my Division, such irrigation as is practised is done by wells, which 
are expensive to work. I can see no possible reason why those cultivators, who 
get canal water from Government, should not pay for that water something like 
what it costs the hard working well cultivator to draw his water from the 
ground and put it on the land. My own experience has shown me how the 
cost of canal and well cultivation differs. For six years I irrigated my com¬ 
pound and garden with canal water, and paid less than Rs. 20 twice a year to 
Government for the use of water. I now irrigate about the same area in another 
place with well water, and have to pay Rs. 50 per month for its use. 

Apparently Sir Ganga Ram, in talking about assessment of land revenue, 
merely referred to irrigated land. The latest published land revenue report of 
the Punjab for the year ending on the 30th of September, 1923, says that there ^ 
was in the province then nearly five million acres of well irrigated land, nearly 
nine million acres of canal irrigated land and over fourteen million acres of 
purely rain-fed land. On such land of course no water rates are assessed. I do 
not agree with Sir Ganga Ram that the land revenue is most unpopular. It is 
in accordance with the ^traditions of India and, if worked sympathetically, is 
generally collected without difficulty. 

Finally he appears to regard new settlements as always involving an increase 
of land revenue. This, though general, is far from universal. In the district I 
settled, my assessment in more than one assessment circle was lower than its- 
predecessor, and in others I merely continued the assessment I found in force. 

I note that Sir Ganga Ram said that the income of the present proprietors, 
who till with their own hands, should be exempted. At least half the land in 
the Punjab is cultivated by its proprietors, so this proposal would involve an 
enormous loss of land revenue. 

Q. 168. —No, so far as the Punjab is concerned. The lowest member 
of the land revenue staff is the village revenue accountant or Patwari, and he is 
the maid-of-all-work of the administration. Apart from his ordinary recurring 
land revenue duties, he at intervals counts the cattle, counts the people, helps 
in elections, makes plans of the sites for criminal cases and does all sorts of 
miscellaneous work. 
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Mr.Tcwnseiut £*.ve oral evidence as folEows 

t'l'he President. Q. —Mr. Townsend', you are now the Commissioner cf 
Jullundur Division? 

A. —Officiating^ Sir. 

Q ,—You have also been Director of Agriculture, and Director of Civil Supplies? 

A. —Yes, in addition I was a Settlement Officer also for some .years. I only 
did one settlement, but I do not think there is any other officer in the province 
now who has done more than one settlement, certainly not more than two. 

Q. —Regarding your replies to our question No. 1, I may say that we have 
been relieved to a very great extent by the appointment of another Committee. 
You refer to your experience of Karachi, and compare those estimates with the 
estimates of the wheat crop of this province. Did your experience confirm what 
we. have been told that the official estimates tend to pessimism ? 

A: —Yes : they are generally on the low side. 

Dr. Hyder. Q. —In the case of a Government commercial or semi-commercial 
undertaking, should the endeavour be to secure a commercial return? 

A .—Yes. 

Q .—How will this work out in the case of water rates? Suppose the State- 
gives a certain amount of capital, you estimate the water rates and take into 
account the interest on capital and the maintenance of the canal. Would you 
charge over and above that? 

A. —Yes, certainly. It is possible for Government to find the commercial 
value of canal water by comparing the cost of its canal with the cost of putting 
down wells, which are much more expensive than canals. From this. Government 
could get an idea of the commercial value of the water it sells, I think it is 
only just to the tax-payer, and particularly to those who do not get the benefit 
of canal irrigation, that these people who get State irrigation should pay a 
reasonable amount for the canals. This would be the lower limit. The upper 
limit would be the cost of well irrigation, but I would not go as high as 
that. I would like to direct your attention to my note p. 94. There I talk 
about water rates and have given a comparison with well irrigation. 

The President. Q. —The only point which suggests itself to me is whether 
cultivation under well irrigation is not generally more intensive? 

A. —Very often, but not always. In my present division there is a lot of 
well irrigation for gram, wheat, and sugarcane. People certainly use wells' for 
gardening, but large amounts of well-irrigated land are used for the purposes 
of cotton growing : and cotton is not grown largely in intensive agriculture. 
Generally a well irrigator uses his water much more economically than a canal 
irrigator. The rule of the Irrigation Department is that when a cultivator 
irrigates his field, he should use the water very carefully and economically. 
But this rule is much more honoured in the breach than in the observance. 

Sir Percy Thompson. Q .~—You say that the charge for water is reasonable. 
Is that the only charge you levy? . 

A. —We levy land revenue in addition. We charge land revenue irrespective 
of the supply of water, and in addition we charge for water in the ease of 
canal-irrigated lands. 

1 Would you charge land revenue on the unirrigated value of the land 

also? 

A. —Yes, I do not think it matters very much at present what you call it 
and what amount you take from the irrigator : he is concerned only with the 
total amount he has to pay. 

Q. —You charge water rate plus the land revenue? 

A.—Yes, I do not think the existing water-rates are high enough : I should 
certainly put on the increased rates which the Government is considering now. 
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Q. —What is the reason for the agitation against any increase in these rates? 

A. —I should think political discontent,, largely, and the fact that nobody 
likes to pay more to Government than he has been doing, whatever the amount 
that pure theory shows that he can be called upon to pay. I would not say 
that we should take a full commercial return ; I would not go as high as that. 
The reason is this. This province has done very well during the war, and 
you have also to consider that the people got their colony lands on very generous 
terms in the first instance : so it would be unreasonable to charge now a 'full 
commercial profit. But there is no doubt that in fairness to the people of the 
unirrigated tracts the rates should be higher than they are at present. 

The President. Q .—On salt I would ask you one question. You say there 
is a good deal of profiteering? 

A. —Yes, there was a good deal of profiteering during the War. 

Q. —Is it continuing? 

A. —I have been asking many people and they say there is a lot of salt 

available now. There is no profiteering now. There was, but it is not now. 

Q. —There is no middleman’s profit? 

A. —Only the usual trade profits. Anybody who likes can order salt as he 

likes. There is no monopoly in salt : when a man finds that his neighbour is 

making too much profit on salt, he will order salt himself. 

Q .—He must have enough capital to buy at least two waggon loads? 

A. —Yes. 

Q. —You know the price? 

A. —When I was Director of Civil Supplies, the tax was Rs. 1-4 per maund 
and the price at the salt mines was Rs. 1-5-9. It is not expensive, and there 
is no profiteering now. 

Q. —Have you any idea what the profit will amount to? Will it go to 200 
or 300 per cent? 

A.—It might : I cannot say. If you like I can tell you afterwards; I cannot 
tell you off-hand. 

Q. —I have in mind Sir Ganga Ram’s plan of selling salt at a uniform 
price? There is no need for such a scheme in this pail of the province? 

A. —No, there is no grievance about salt here. 

Q. —Under question No. 40 speaking of income-tax, you say, that the owner of 
a piece of land, however small, has to pay his share of land revenue, though 
it is true that ir? calculating it the. fact that holdings are small is always taken 
into consideration. Do you mean by it, that you graduate land revenue by 
giving partial exemption to the small holder? 

A. —It comes to that in effect. Tn theory we are supposed to take half the net 
assets. You have to work out what the full net assets are : in theory Government 
is entitled to take half of this. If the holdings are small, Government will 
take less, as small holders have less to spare than owners of large holdings. 

Dr. Paranj'pye. Q. —Don’t you charge so muoh per acre? 

A .—A Settlement Officer first works out what the total assessment of each 
circle should be in theory : this amount is then cut down in accordance with the 
agricultural conditions in each circle. 

Suppose a man has got 20 acres, another man has 5 .acres, will you 
charge one-fourth of the land revenue to the second man or rather less than 
that? 

i.—You will charge the same land revenue in both the cases, if the lands 
lie in one village. 

Q .—So a man having a large holding is better off? 

A Generally speaking we get all small holdings in one circle and all big 
holdings in another. To explain. You may get two adjoining circles, the half 
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net assets of each happens to be the same : you assess one, with reasonably 
sized holdings, at a lakh of rupees, but on the second, where the holdings are 
small, the assessment imposed is only Rs. 75,000. 

Q .—I was considering not different circles, but holdings in the same circle. 

. 4 .— We allow the people to decide for themselves how they will have the 
land revenue assessed on the village as a whole and apportioned inside the 

village. More than half the Punjab is cultivated by small proprietors. We 

assess the village : the people say how they wish the amount assessed to be 
divided inside the village. Say the total assessment on a village is Rs. 2,000. and 
half the land is irrigated and half is non-irrigated. The villagers are asked 
whether they would like all their land, whether irrigated or unirrigated, to 

be assessed at the same rate: if they do, we comply with their wishes. We 
divide the total amount assessed on the village, and then assess each individual 
proprietor. But the villagers may say that people with irrigated lands shotu-i 
pay double the rate per acre paid by the people with unirrigated lands. Here 
again their wishes are complied with. Generally speaking, however, in the 

Punjab people with small holdings pay less per acre land revenue than people 
with similar land but larger holdings. 

The President . Q. —This is a complete revelation to me. I thought that 
you first begin with the soil and afterwards taking the aggregated statistics 
of the circle, you build up field after field until you get to the total village? 

A .—What I mean is this. A Settlement Officer works out the assessment, 
of each circle. If possible he maintains the circles of the previous settlement. 
The district or tahsil is divided into assessment circles, and then the half net 
assets of each circle are worked out. 

Q. —How can you work that out except by assessment of the fields of the 
circles? 

A. —We have, of course, to work up from the agricultural statistics of all 
the fields in each circle. 

Sir Percy Thompson. Q. —Do you mean this. A circle consists of two 
thousand acres which contains a certain quality of land, and for this two thousand 
acres, the total sum to be paid is so much, when you get the whole of it, you 
do not care for the rest? 

A.—That is quite so. 

The President. Q. —May I take another point. You say you send up circle by 
circle to Government? 

A. —Yes, each circle is dealt with separately. 

Q.— Does the Government pass orders on each circle? 

A .—Government pass orders on the whole lot by tahsils or sub-collectorates. 
Each tahsil may contain three or four assessment circles. 

Q .— You don’t wait for the whole district to be finished? 

A .—No, Sir. 

Q. —Through what channel does this pass to Government? 

A .—We had a Settlement Commissioner; that official has now been abolished. 
It used to pass through the Settlement Commissioner, Commissioner, Financial 
Commissioner and then to Government. Now it goes to the Commissioner and 
Financial Commissioner only. The latter issues the orders of Government. 

Dr. Parcmj'pye. Q. —Does it go to the Deputy Commissioner or the Com¬ 
missioner ? 

A .—It goes to the Commissioner who generally adds a short criticism on the 
proposals, mainly from the political point of view. 

The President. Q. —You say Government approves the general assessment? 

A. —Yes, Government is the final authority. 

Q .—Don’t you classify the soil? 

G 
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A. —In the district I settled, the only division of soils made was into irrigated 
and unirrigated, well-irrigated land being shown separately from canal-irrigated 
land. No other division was necessary. 

Q. —Don’t you distinguish between clay, sand, etc. ? 

A .—In many districts it is done. The reason I did not do it is because 
my soils were, in the main, homogeneous. 

Q. —You arrive at your half net assets upon proved factors? 

A.—'Yes : but some of the factors are not quite proven. Absolute certainty 
is unattainable in them. They must remain a matter of opinion. 

Q .—Then Government may say that though you have fixed your assessment 
at Rs. 1,50,000, they will reduce it to Ks. 1,10,000. How do you correct all your 
calculations of factors ? 

A .—Until we receive the orders of the Government, we do hot divide the 
assessment on the different holdings. If Government says, assess at 90 per 
‘Cent of half the net assets, it can be done at once. 

Q .—You don’t try to make fresh calculations? 

.4.—No. If Government says That they do not approve the half net assets 
of a Settlement Officer it is immaterial to him. The figures are there. He 
carries out Govern nent’s orders. In the Hissar district which I settled, I 
found that some tarani lands were paying a larger proportion of their half 
net assets than were canal-irrigated lands. In one assessment circle of a poor 
tahsil, Government, in my assessment, reduced the previously existing assess¬ 
ment : even so it took 92 per cent of the half net assets. I had to fight to get 
the previous assessment reduced. In a neighbouring circle 90 per cent of the 
half net assets were taken. In another. Government took 91 per cent; while in 
a neighbouring circle which had no irrigation but better soil, they took 80 per 
cent. In a canal circle we only took 61 per cent of the half net assets. 

Q .—Have you been governed by arbitrary orders regarding the amount of 
increase which could be taken ? 

A .—The Government of India used to issue arbitrary orders as to the 
percentages which should be taken. This made the whole calculation absurd 
sometimes. 

Dr. Ryder. Q .— But these percentage figures relate to half net assets? We 
have been told by the Government that they took only 50 per cent. 

A .—I am .talking of an assessment made in 1909. I believe Government does 
not now, as a rule, take much more than perhaps 66 per cent or even less of half 
the net assets. The assessments of the Punjab Government are very much less 
than those taken in other provinces. In the United Provinces they take, I 
believe, a much larger proportion of the half net assets than we do here. I 
find in Lahore and its neighbourhood the assessment is very low, it is about 
25 per cent of half the net assets. 

The Maharajadhirajn Bahadur of Burdwan. Q. —What is the reason for it? 

A .—I should think largely political reasons. Also the previous assessments 
were probably very low, and it was impossible to raise them too much at once. 

Dr. Ryder. Q. —12£ per cent of the net assets? 

A .—Instead of taking 50 per cent of the half net assets, 25 per cent of them. 

Q. —Supposing you have got a tract of the country where the rent is Rs. 18 
per acre and you "have a similar tract with equally good soil held by peasant 
proprietors, would you use the figure of Rs. 18 an acre in working out the half 
net assets? 

A. —No, you would not assess the peasant proprietors to the same figure as 
you would in the case of rent receiving landlords. 

Q .—Then your Rs. 18 is a rack : rent? 

A. —In the case of sugarcane Rs. 18 is not an excessive rent. The rents the 
Settlement Officer works on are fair rents, neither rack-rents nor unduly low rents. 

Q .—You distinguish between rack-rents and fair rents? 

A .—Yes. 

Q .—You do not take rack-rents as fair rents? 

A.—No. 
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A. —]sj 0 There would be a clash sll over the place between the Municipalities 
and the District Boards, How are you going to make the District Boards levy 
the terminal tax? 

Q. —At the railway stations; 

\ 

A .—I do not think it is possible. 

Q .—The Bailway Company will collect the tax for the District Boards? 

A .—Possibly. 

Q. —If you attempt to introduce house tax or profession tax, will it lead to 
riots ? 

,4.—Not riots, but it will lead to grave discontent. Most of the munici* 
palities are now inefficiently controlled. If municipalities wanted to introduce 
these taxes, it would mean that they had at any rate some section of public 
opinion behind them in the matter. In all municipalities in my Division except 
in one there are non-official Presidents. It would be impossible for a. muni¬ 
cipality to give effect to these measures without a strong majority behind it. 
At present no municipality in my Division would have such a majority. 

Q .—Is it not a fact that the present effect of your taxation is that octroi, 
chaukidari, haisiyat, etc., all hit the poor man, whereas the rich men owning 
several houses are left untaxed? 

A. —I think so. 

Q .—There is no remedy for it? 

A. —I am afraid not, in the present state of public opinion in the Punjab : 
it is not yet sufficiently advanced. 

Q .—Would it be impossible to enforce such taxation by a section in the Act? 

A. —Hardly. The • average municipality, as at present constituted, would 
find it very difficult to give effect to the measure. Most of the members are 
house-owners themselves. Moreover, it, is the desire of Government not to 
interfere too much with local bodies and to allow them to develop on their 
own lines. 

iQ.—From what you say it appears that the poor man cannot raise his voice ? 

A.—Yes. 

Q .—Government say in the District Board Act, that a road cess must be 
imposed. You would not approve a similar injunction as regards any tax in 
municipalities ? 

A, —I do not think so. If you put a provision in the law that a municipality 
should levy house tax, I think there would be trouble. 

Q. —Although the house property in towns escapes in many cases house tax 
and other taxes? 

A. —Yes. Of course it is very unfair. 

Q ,—Can you give us an idea of the cost of collection of land revenue? 

A .— Not off hand ; but I think it could be worked out. 

Q .—Do you consider one-fourth of his time is spent on the collection of 
land revenue by a tahsildar? 

A. —About that. 

:What about patwaris? How much time do they spend on the collection 
of land revenue? If you did not collect land revenue, would you require 
patwaris ? 

A. —A patwari spends but little of his time in the collection of land revenue. 
Even if you had permanent settlement you would still require patwaris. They 
are responsible for the proper maintenance of the extremely important record 
-of rights of each village, which shows the rights of every land owner and 
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occupancy tenant in the village. It is the peasant’s sheet anchor in disputes 
as to land, which are extremely common, and must be maintained. 

Q. —I think the pat war i does some work with regard to crop reports ? 

*4.—Yes, they do much useful work other than mere land revenue collection. 

Q. —What is the actual work the patwari does with regard to the collection 
of land revenue? 

A. —He only, at the time of payment of each instalment of land revenue, 
gives the lambardars, or headmen, of each village lists showing the amount 
of land revenue payable from each land owner. On canal lands the Irrigation. 
Department have their own patwaris. 

Q. —Is there need ior the two? 

A. —The experiment of amalgamating the two in the Western Jumna Canar 
in the Ambala Division is now being tried. I do not know how far it has 
succeeded. The revenue patwari works with the Collector, and the canal patwari 
works with the Canal Engineer. 

Q. —Have you considered the possibility of having a tax on the unimproved 
capital value of the land as in New Zealand? 

A. —I do not think it would be possible. We know the value of the land 
from the statistical return of sales, of course the sale price of land is one of 
the many factor? taken into consideration at framing new assessments. It is a 
very important factor. 

Q .—Would it be simpler to take one per cent of the value of the land 
instead of a proportion of the net assets, which involves prolonged calculation 
at each settlement?' Suppose Government fixed a uniform rate of one per cent 
of the capital value? 

A. —I would hesitate to reply to this question off-hand. 

Q. —Would it not simplify the process of settlement if you could have fixed 
land revenue on a percentage of the capital value? 

A. —If you could get a reliable valuation it would certainly simplify matters t 
but I do not think you could work on it alone. 

Sir Percy Thompson . Q. —Could you tell me if this definition approximately 
corresponds to your conception of the net assets; if not, in what respects it 
differs ? 

“ The annual value shall be understood to be : (1) the amount of the rent 
by the year at which they are let, if they are let at rack-rent, and the amount 
of that rent has been fixed by agreement commencing with the period of seven 
years preceding the fifth day of April next before the time of making the 
assessment; or (2) if they are not let at a rack-rent so fixed then the rack*rent 
at which they are worth to be let by the year.” 

A. —'Please see the instructions on the subject in the Punjab Settlement 
Manual. They are as follows :—“ The net assets of an estate or a group of 
estates means the estimated average annual surplus produce of each estate or 
group of estates remaining after deduction of the ordinary expenses of 
cultivation”, and so on. We ascertain the expenses of cultivation mainly from 
rents. If the man gets a rent of one rupee an acre and the tenant who 
cultivates the land is able to live on the balance produced by the land, in 
theory Government is entitled to As. 8 or half of the landholder’s rent. As a 
rule we do not go into elaborate calculations of cost of ploughing, etc., but of 
course they are taken into consideration. 

Dr, Hyder. Q .—You have not got many landholders in the Punjab who 
let the land on rent. How are you going to find out the rent for a particular 
piece of land? 

A.—* In nearly every district there are, at any rate, a few landowners who 
let their land on rent : and these cases, as a rule, give us sufficient data to find* 
out the half net assets. But many other factors than rents are considered in 
deciding what the half net assets of each circle are, though rents are much the- 
most important factors. 



Professor W. H. MYLES, M.A., the University of the Punjab, 
Lahore, was next examined. 


Written memorandum zt Professor Myles. 

L—The Punjab is essentially an agricultural Province. Any estimate of 
its wealth must therefore - be dependent on the accuracy of its agricultural 
statistics. It is generally acknowledged that the estimates of areas sown are 
on the whole fairly reliable ; the final figures reported after Girdawari cor¬ 
respond on f,he whole so closely with the estimated areas shown in the first 
forecast that the existing metnod of reporting areas may be accepted as satis¬ 
factory. It is not so with the estimate of outturns. The figures of outturn are 
compiled by the Tahsil Kanungo for each Tahsil, collected by the Sadar Kannngo 
for each District, and forwarded by the latter to the Director of Land Records, 
who in his turn transmits the totals to the Director of Agriculture, who may 
alter them if he so desires. Thus the basis of outturn figures are the antici¬ 
pations of not very skilled officers at the Tahsil headquarters who are not 
m touch with the actual cultivators. 

These figures may be useful for comparative purposes as the error may be 
presumed to be more or less constant, but absolutely the error may be very 
considerable. 

In an article on “Wheat Forecasts in the Punjab”, Mr. Trevaskis, Director of 
Land Records, Punjab, makes the assumption that “the actual outturn is between 
the official figures and an amount 33 per cent, in excess of that”. ( Vide Agri¬ 
cultural Journal of India, Vol. XIX, Part III, May 1924.) 

This probable error here makes any approximation to accuracy impossible; 
for example, it seems impossible to put the average consumption of food grains 
in the Punjab within a smaller limit than 0.55 seers to 0*7 seers per head 
( cf . Trevaskis, ibid., p. 248); and different estimates vary as widely as 0*50 
seers to 10 seers. 

Q. 3. —*1 agree that such figures as make possible the framing of estimates 
of national incomes for such a country as England are largely lacking in the 
case of India : and that for the following reasons :— 

(a) Firstly, we have no estate duties, and our income-tax returns, at least 
until very recently, are less accurate; 

(A) Secondly, India is essentially an agricultural country and the exemption 
from income-tax of income derived from agriculture renders the 
income-tax figures less useful for the framing of such an estimate. 
For agricultural incomes one would be thrown back on some arbitrary 
multiple of land revenue; 

(c) Thirdly, a very considerable portion of the national income of India 

is comprised of incomes below the Rs. 2,000 level, and so far as 
these are concerned the income-tax returns give no information; 

(d) So far as the classes with fixed incomes are concerned the income-tax 

returns no doubt give information that is comparatively accurate, but 
I very much doubt, if in the case of the trading ana commercial 
classes, the accuracy of the returns is at all comparable with that 
in the case of the English income-tax returns. It certainly was not 
so until very recently. 

Q. If.—Improvements in Statistics .—A Committee has been considering thia 
subject in the Punjab. Among their principal recommendations are—{u) % Have 
the returns of outturn made by the Pafcwari, who is more in touch with the'peopl© 
than the Tahsil Kanungo; or at least use the figures supplied by the Patwarf 
as a check on those of the Kanungo. It has been recommended that an experi¬ 
ment should be made on these lines, with one or two of the principal crops, 
e.g., wheat and cotton. Patwaris will be given post-cards with instructions to 
fill them in by a certain date and despatch to the Sadar Kanungo who will be 
responsible for their transmission direct to’ the Director of Land Records with 
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a statement showing the name of any Patwari whose returns have not been 
received. A comparison of the figures compiled from the Patwari’s post-cards by 
the Director of Land Records, with the figures submitted by the Sadar Kanungo, 
will give an approximation to the error in the figures of outturns as at 
present collected. Even the Patwari, however, will be more inclined to under¬ 
estimate them than to over-estimate. 

(b) The methods of crop-cutting experiments are usually unreliable, and 
it is suggested that an extended trial should be given to crop-cutting experi¬ 
ments on numerous but small plots. 

(c) The present method of collecting wholesale prices is unsatisfactory. What 
is required is not Government rates, but the actual figures at which the grains, 
-changed hands at the Mandis. It is recommended that the most satisfactory 
way of obtaining a list of wholesale prices would be to decide the principal 
markets of the Province for each of the more important crops, and then solicit 
the assistance of firms dealing in these Mandis to supply the figures at which 
business had actually been transacted on a given date, or the average price 
for a given period. Personally I am doubtful if this voluntary method will 
*>e successful, and I have recommended in its place the registration of Mandis, 
making one of the conditions of registration the keeping and publishing of a 
weekly record of prices. In this way there will be a double advantage—(n) Gov. 
ernment will secure a report of the wholesale prices which it dfsires; (6) 
publicity is one of the safest checks against speculation. 

Q. tf.—Do not consider such legislation necessary for the Punjab : 

(1) In the Punjab, Government is one of ihe largest employers of both 
manual and clerical labour. These statistics could be secured without 
legislation. 

(2) Vide (c) above. 

Q, <.?.—Additions :— 

(1) Trevaskis : “Wheal Forecasts in the Punjab”. Agricultural Journal of 
India, Yol. XIX, Pt. Ill, May 1924. 

(2) Trovaskis : “Distributive Co-operation in the Punjab”. Agricultural 

Journal of India. 

(3) Fagan, Sir Patrick : “ Agricultural Rent and Land Revenue (Simla- 
Punjab Government Branch Printing Press, 1921.) 

(4) Fagan, Sir Patrick : “Land Revenue : Its Origin and Development; 
with special reference to the Punjab”. (Simia-Punjab Government 
Printing Press, 1921.) 

I have no hesitation m saying that the inquiries mentioned are utterly in¬ 
adequate to form the basis of an estimate of the incidence of taxation on. 
different classes. They are neither sufficiently numerous nor sufficiently repre¬ 
sentative. There are the greatest variations in the 33,000 villages of the Punjab, 
and until much more systematic inquiry has been made into these, no generalisa¬ 
tions of any value can be made. To illustrate this point I may mention that 
the Board of Economic Inquiry, Punjab, agreed to undertake an investigation 
in the Rawalpindi district, and the member-in-charge of that investigation 
reported at once that in that district alone it would be necessary to undertake 
a survey of three villages of different types : (1) a village in the plains; (2) a 
submontane village; and (3) a village in the hills. 

The only process I can suggest is a slow and laborious one. It will involve, 
a very large number of intensive inquiries of the economics of villages of 
different types. The Board of Economic Inquiry, Punjab, has outlined a five 
years’, programme of work to make a survey on the lines of a general question¬ 
naire of one village in each of the 29 districts in the Province. The comple- 
tior. of this programme is dependent on the necessary funds being forthcoming; 
and prospects are none too rosy. At present, though the money available is 
not, sufficient, 6 such inquiries have been begun in Rawalpindi, Multan, Jullnndur, 
Lyallpur, Amritsar and Rohtak districts. If a programme of this nature is 
carried on systematically, then in the space of a generation the data which 
the Indian Taxation Committee desires may be beginning to be available. 



105 


Q. 9. —One classification to which I refer with reluctance but which does 
not in my opinion receive the consideration it requires is that between the 
Indian and the European s’ection of the community : e.g., Rs. 2,000 exemption 
from income-tax. An European with Rs. 166 per month would die while his 
Indian brother would be comparatively well-off. Or take tobacco. 

0* —Here it is necessary to postulate two cases— (a) Where Government 

performs and also allow r>rivate undertakings to compete; 

(b) Where Government performs but forbids private enterprise to .compete- 

In (a) no element of tax is likely to appear. If Government prices are 

higher than those of private enterprise, people will consume the goods turned 
out by the latter. 

[b) If Government possesses a monopoly the margin between the cost of pro¬ 
duction and the price fixed by Government may be very much greater than 
under competitive conditions without any element of tax appearing. Where the 
law of increasing return applies rapidly, as for example in railway and canal 
enterprises, the cost of production may be very much less under monopolistic 
than under competitive conditions. A price therefore which will give a ‘‘com¬ 
mercial return*’—L borrow your phrase—under competitive conditions may give 
much more under monopoly conditions, but I do not consider that it would 

be correct to say that ^e extra is of the nature of a tax. It might even- 

be that, though Government fixed the price which would give the maximum 
monopoly revenue, no element of tax might be present : cf. working arrange¬ 
ments in the, case of railways, shipping rings, trusts, etc. In my opinion the, 

element of tax would emerge when Government through the exercise of its 

power of monopoly fixed a price higher than that which would have prevailed 
under competitive conditions; then the extra would be of the nature of a tax. 

Further, before one can say! whether the aim should be to secure (a) a 

bare return; (b) a commercial return: or (o) a monopoly profit, it seems neces- v 
sary to postulate the circumstance of time and-place, (a) In some circumstances 
it might be sound economic policy to supply the commodity to begin with at 
a price that would not even give a bare return on the capital invested; 
certainly at less than would give a commercial return. In other words, it 

might be advisable to give a bounty on the consumption of' the commodity for 
a certain time to familiarise the community with the commodity (cf. quinine). 
In early days of canal irrigation in the Punjab when the new areas were 
practically desert and far fronr attractive to settlers who had to be brought 
from other districts, I believe this" principle figured largely in the minds of 
the administrators of the period (cf. Trevaskijfe : “Land of the Five Rivers”). 
Rut though at one stage this policy may be “wise it does not follow that it 
should be continued for ever. Once the community has been familiarised with 
,the commodity the' policy of encouraging consumption by the fixation of a 
low-price may be depaited from, and a price may then be fixed which will 
gc. a long way to„recoup the losses made in the early stages. Though the 
ultimate aim be to secure the maximum monopoly profit, when a long view 
is taken it may be wise to sell very cheaply to begin with. 

Q. 15 .—Whether the charge for water supplied for irrigation is adequate 
or not depends upon whom you ask ; cf. recent Council debates in the Punjab. 
My own contention is that in the Punjab even with the recent increase in 
the rates (Rs. 65 lakhs) the rate charged is much too low\ 

(а) Although water supplied by Government and although practically a 
monopoly—(it is impossible in the same area for wells to compete with cana; 
water at its present rate)—what is paid must be regarded as a price. In the 
more developed colony areas nothing approximating to the value of the water 
is taken by Government, and—(subject to an important proviso on page 106)— 
T believe that Government might, with advantage to itself and to the community, 
raise its rates very considerably. 

(б) The provision of water at very cheap rates is most inequitable to the 
zamindar who owing to geographical circumstances must cultivate by means 
of wells; cf. Jullundur district.. With the rise of prices that has taken place 
in the last 20 years, the cost of water from wells has gone up 2 or 3 times. 
In my opinion the zamindar in the well-irrigating areas has a legitimate 
“grouse** when he sees his more fortunate canal-irrigating brother getting water 
at little more than the old rates. 



(c) Considering the great rise in prices which has taken place and the 
period of acute financial stringency that the Punjab Government has been 
going through, I find it extremely difficult to justify the belated and half¬ 
hearted measure which Government has adopted. We read “In twenty years- 
owing to greatly diminished value of money in proportion to commodities and 
to the cost of labour the working expenses per acre irrigated have risen by 
37 per cent on the Western Jumna, by 9 per cent, on the Sirhind, by 37 per 
cent in Upper Bari Doab, by 48 per cent, in the Lower Chenab, and by 59> 
per cent in the Lower Jhelum Canal”. In spite of these figures Government 
can screw its courage no further than an increase in the rates to yield some- 
17 per cent additional. I have already pointed out that the conditions which 
existed when canal irrigation was first introduced were such as to lead to* 
the water being sold on particularly advantageous terms. These old rates have 
now been made more advantageous and this must exercise a considerable 

influence on the zamindar cultivating in the well-irrigating and barani tracts. 

You ask on • what principles the water rate is fixed ? The principle which 
prevailed in the earlier days has been referred to above. In the recent revision 
we have been told that “a broad principle” lias been followed. Subject to one 
exception—some of the important commercial crops—Government “has abstained 5 
from prescribing for any crop upon any canal a water rate higher than that 
which has already for some years past been paid for that particular crop 

upon some one (or more than one) of the eight canajs concerned I should 

have called this the application of a “rule of thumb” method rather than the 
recognition of a “broad principle”. 

It seems to me that when revision of the water rates in the Province was 

taken up, that revision should have been thorough. 

I consider it a mistake that the water l’ates were not raised at least by 
enough to cover the increased cost of production—a produce basis might have 
been considered (cf. The Teind system in Scotland). 

The problem of water rates is closely bound up with the present political 
situation in the Province. The rural community believes that it is being taxed" 
more than its fair share, and one of the most urgent problems facing the- 
t ommittee is to devise means for getting more effectively at the trading and 
commercial classes. Until this is done my sympathy is with the zamindar. 
I believe the history of direct taxation in India since 1860 to be a confession- 
of failure to get at that class. /Hence I should recommend the separation 
of the development services in the Provincial Budget (cf. railway finance in 
the Imperial Budget). I am aware that this is a reversion to more ancient 
ideals of taxation, particular taxes for particular purposes. Profits from, say,, 
ihe sale of water should be utilized for the purposes of further development 
in rurcd areas . One of our great needs is improvement in the means of com¬ 
munication ; we are particularly lacking in good roads. I should admit, if 
necessary, education and co-operation. Get the idea—the zamindar is to pay more 
but he, and not his town brother, is to get more. If this policy were adopted, 
there would be less of a howl against an increase of the water-rates. If a 
charge car. be brought against British financial administration in India, it 
is that of under-taxation and under-expenditure for development purposes : 

I have much faith in the Gladstonian principle as applied to England, but it 
h less applicable in the case of India. Start a campaign : “See what we’ve 
given you ; we are going to give you more : but you must pay for the time* 
being : to begin with we’re going to double the water rate.” 

Q . —Yes, quite right. It would be easier here than in England because- 
it could be done at resettlement. Proportion? Would not recommend lump 
sum; it w r ould be borrowed. 

Why not 

(a) make the land revenue half the net assets in practice as in theory; 
{(•) take commutation prices without such a large margin of safety; 

(c) sell water at monopoly rates and utilise proceeds for the development 
of rural areas (vide separate note). 

Q, 21 .—I cannot accept the statement that indirect taxes should be regarded 
as voluntary, and as such excluded in estimating the burden on the tax-payer.. 
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The first four quotations reflect English 18th century opinion as regards what, 
constitutes a just system of taxation :—summarised— 

(1) taxes on necessaries were condemned; closely connected with Subsistence- 
Theory of Wages : on this point A, S. lent his authority to support 
the prejudices of the time; 

(2) taxes on luxuries were approved—when North and Pitt had to in¬ 
crease the revenue towards the end of the 18th century they began 
in this way, e.g., carriages, pleasure horses, cards, newspapers, etc. 
Only when these failed did they resort to necessaries, and both were 
apologetic—the plea of necessity; 

(3) direct assessment of means or income was condemned—to this posi¬ 
tion A. S. lent his support; it would involve “an inquisition more- 
intolerable than any tax”; 

(4) taxation for purposes other than revenue, e.g., trade and sumptuary 
purposes, was approved of. 

I he first four quotations seem to me to sum up the attitude towards taxation; 
till about the end of the 18th century c/. in Rome under the Republic, as in 
Athens, no tax was levied upon personal income, but the chief sources of 
revenue were public estates, fines, tributes, and indirect taxes; cf. also Teutonic 
times when the levying of a direct tax on a freeman seemed an insult; cf. 
Montesquieu L’impot par tete est plus naturel a la servitude; L’impot sur les 
merchandises est plus naturel a la liberte, parcequ’il se rapporte d’une maniere 
moins directe a la personne. 

Of. Thiers and the dictum ‘that indirect taxation is the method of the 
most advanced peoples, direct taxation that of barbarians’; cf. the continuance 
of the Income Tax in practice by Gladstone in England though theoretically 
he was most opposed to it. 

Modei’n tax theory has changed entirely from this standpoint, and has come* 
to recognise that indirect taxation may under certain circumstances be a greater 
curse than direct taxation. 

Obviously indirect taxation of necessaries, unless free substitutes aEe avail¬ 
able, cannot, be regarded as voluntary. 

Even in the case of luxuries or conventional necessaries, I would not go 
so far as to regard them as voluntary. One of the essential characteristics of 
wealth is appropriation: the root; idea of taxation is to appropriate a share- 
of the property or income of individuals for the benefit of the State; if taxation 
is imposed upou a luxury the individual is faced with the disutility of pay¬ 
ing the tax, or the disutility of refraining from consumption; in the case of 
acquired habits, the magnitude of the latter disutility may be greater than 
that of the former, and he will continue to consume. It is, however, elusive 
to say that the payment of the tax is voluntary. 

Q. 23. —I object to the statement, especially the last portion ‘but imposes 
no economic burden’. I have no objection to the imposition of heavy taxes, 
upon smokers and drinkers, but it is futile to say that it ‘imposes no economic 
burden’. “Immoderate” would imply that the demand of that class was. 

comparatively inelastic; he’ll smoke his 20 cigarettes or drink his six chota 
pegs whether the price is high or low. Obviously if the price is high—(as- 
a result of taxation)—he will have less left to spend on other things. Most 
of us act in our daily lives as though an increase of wealth were equivalent 1 
to an increase of utility (satisfaction of desire); conversely decrements taken- 
by the State in the form of taxation involve disutility (they thwart the satis¬ 
faction of other desires). The language of ‘imposes no economic burden’ is. 
scientifically loose. 

Q. 24 .—I should approve of a tax upon entertainments, but I should object 
to it being said that it ‘imposed no economic burden’. The more the State takes 
from a man, the less he has left. Wealth implies utility; the dispossession 
of wealth, conversely, implies disutility (whether that dispossession takes place 
by taxation indirectly or directly). 

I would oppose most strongly a tax on railway tickets. My personal con¬ 
viction is that what India wants more than perhaps anything else is improve¬ 
ments in the means of communication. Yet we tax railway materials, motor 
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cars, petrol, tyres, etc. Is it not rather ludicrous that the price of Attock 
petrol in the Punjab is higher than the price of good petrol in England? 

Q. 25 . —Obviously if you are considering the problem of incidence, you must 
get at the class upon whom the taxation falls. The Sikh community would 
h*»ve to be omitted in considering the tobacco duty. You would never place 
any considerable part of the excise duty collected on imported whisky on the 
«jat Sikh section of the community in the Punjab, although they are consumers 
of liquor > nor could you apportion any part of the revenue collected from 
bhang cr charas to the English section of, the community. As regards excluding* 
any section of the community who by religion or custom are prohibited from 
taking intoxicants, the problem seems to be not whether they are 'prohibited , 
but whether they observe the prohibition or not. If a certain section of the 
community do not consume intoxicants they should be excluded; if another 
section does, even though prohibited by religion or custom, they should be 
included 

Q . 27. —Yes. 

Q. 28 . —There is much truth in this great constitutional rule, but it must, 
always be a counsel 6f perfection; cf. in democratic England till recently women 
paid taxes but had not the franchise; and Ireland had much more representation 
i*i the House of Commons than it was entitled to considering the revenue 
it paid. 

Q. 20. —Indirect every time. 

Q. 00. —I do not consider a poll tax suitable to India under present condi¬ 
tions. My experience of the capitation tax in Germany is that it was often 
paid by the pawning of furniture, etc. In India, the wherewithal would 
often be borrowed. 

Q. 32 .—I consider all the taxes mentioned less objectionable with perhaps 
the exception of kcrosine oil—nor even it is preferable though I object to* it. 
The eyesight of Indian students is very bad, and ono of the reasons is that 
they read with lamps which give quite an inadequate light. 

Q. S3. —No, except in the higher reaches: say, for incomes over £2,000 per 
annum. Income-tax is still much moro unpopular here than it is in England; 
anything like the war rates in England would be impossible here under present 
conditions,; I am all in favour of keeping the rate low* under normal conditions, 
and utilising the tax as a reserve in time of stress. 

Q. So. —Most assuredly. On unearned incomes, c.,/., those of absentee land¬ 
lords, I think the rate might be 50 to 1G0 per cent, higher. 

Q. SO. —-Very difficult in practice: hence another reason for keeping the rate 
low. The allowance for children would be particularly difficult: if registration 
were made a condition, it might assist in making our registration figures more 
accurate. Personally I would not recommend. 

Q. 38 .—If I wrote as a Punjabi , T should fight the imposition of direct 
taxation on agricultural incomes to the bitter end. I should take my stand— 
! should have good authority behind me—that land revenue is a tax, and 
double taxation would he most inequitable. Why not “keep our ain fish guts 
foi our ain sea-maws V* What is taken by the Income-tax goes to the Imperial 
Treasury, it is lost to the Province—(unless perhaps it brought with it some 
remission of the Provincial contrihufion). To suggest that some share of the 
Income-tax receipts should be allotted to Provinces— (cf. Mr. Wilson’s Act of 
Ib6G where 25 per cent of the contributions were so allotted)—would mean, 
that Bengal and Bombay would get much and we the Punjab would 
get little. 

As an economist, however, I should advocate the removal of the exemption 
meat strongly. I have never been able fully to understand why, when these 
incomes were* included in the first Income-tax imposed in India in i860 by 
Mv. Jarr.es Wilson, they were ever excluded afterwards. Take Lord Cornwallis* 
statement—(which I shall quote). The argument advanced by Mr. Wilson for 
their inclusion appear to me irrefutable, and are as applicable to-day as they 
were in 1860. This of course is on the assumption that land revenue is a 
rent, not a tax; no manner of doubt in the Punjab. (Vide my answer Co Q. 96.) 
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Whether such a tax would be expedient is another matter. I have to admit* 
that many of the most experienced administrators in the Punjab whom I know 
are opposed to the inclusion of the agriculturists. Some who are not opposed 
to it in principle consider that the yield would not be sufficient to counterbalance, 
the vexation that would be caused. I fear that we in the Punjab would 
go but a short way towards “the 16 to 20 erores'of rupees” the forecast' 
made in your question No. 39. 

I approve of the inclusion as an economist, but I feel strongly that .some' 
index of income must be adopted in the case of agricultural incomes. 1 think 
it would be criminal to subject the zamintfar with only a moderate income 
to inquisitorial proceedings. Farmers the world over are notorious for not 
keeping accounts, ' and with some experience of the farming community in 
Scotland in my boyhood, 1 think it would be no exaggeration to say that* 
many farmers did not really know what their income was. Perhaps even 
more true of India. Hence old rule—£ rental in England—£ rental in Scotland. 
In income Tax Act of 1860 profits in respect of land in the districts subject' 
to periodical assessment were taken as being equal to half the rent paid to 
Government; thus all zamindars whose payment to Government fell short of 
Its. 400 a year were exempt under the Its. 200 limit : this of course was 
almost farcical : in the Province of Madras 1,800 out of 1,518,187 landholders, 
or 0T per cent, were liable to assessment. If you are going to tax agricultural 
incomes, you must in the cases of those around the exemption limit sacrifice 
equality to the shrine of certainty and convenience. 

If th : s method is adopted the number who w r ould come within the net would 
he easily ascertainable; if, on the other hand, the tax is to be on actual income 
only the wildest guess could be made at what would find its way into the 
public treasury of the State, as well as of what would be taken out of the 
pockets of the zamindar, and would never find its way into the public treasury 
of the State. It. is a bad thing when people pay to get off. 

Q. J f 0 .—(Note to your note : the Indian exemption limit was Rs. 200 
in the Income-tax of 1860.) 

In a country such as India there is a most serious objection to fixing 
the limit too low, unless needs must. It is bound to result in extortion, 
and the earlier history of direct taxation shows that extortion was practised 
on a very large scale at times : cf. the challenge of Mr. IngJis that for every 
mpee that found its way into the public treasury under the Income-tax Act 
of 1870, another found its way into the pockets of the petty officials. Np 
doubt administration has improved since those days, but I should consider, 
tiie matter very seriously before I suggested the lowering of the exemption 
limit, except perhaps in the case of agricultural incomes in which case I should* 
adopt seme criterion of income and not have individual assessment. 

At the same time you must both on economic and political grounds devise 
some method of tapping the salaried and trading classes with incomes below 
Rs. 2,000 per annum. For this purpose I believe something of the nature 
of a License Tax would be the most efficient method, but if I remember 
rightly this is a Provincial head. A man with Rs, 150 per month pays remark¬ 
ably little in India, and yet he is a man far removed above poverty. 

That there is no such exception in the case of the payer of land revenue 
has in my opinion nothing whatever to do with it. The- two payments are 
of an essentially different nature; I fail to agree with Baden Powell that 
land revenue is of the nature of tax. Both historically and theoretically, in the 
Punjab at l$ast, it is the share of the State in the surplus produce of the land. 
(Vide Settlement Manual, Douie—I shall read a few sentences.) The very term 
** half the net assets” brings in the idea of a surplus. Land Revenue is certainly 
not a tax on rent; but what economists and administrators have failed to realise 
is that it may become a tax on wages and profits (agricultural). On the 
sumption that cultivation ceases at the margin of profitableness and not 
beyond it,* the surplus emerges whether the lands are held on the large scale- 
■*r on the small. If half the surplus is taken when the land is held on tho 
large scale, is it not perfectly equitable to take it when held on the small? 


See Supplementary Note—next page. 
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if there is an anomaly, then the method of correcting it is— 
Supplementary Note. — Q. }fi .— 


Produce 



Pi’oductive Power. 

I consider it unfortunate that sufficient stress has not been laid on the 
fundamental assumption underlying the present system of land revenue. It is 
that cultivation stops at N, where PN is the last profitable dose; i.e., when 
the amount of produce PN is just sufficient to yield normal profits and normal 
wages for the Nth dose. 

If PN is just sufficient to yield normal remuneration on the nth dose, it 

will similarly afford normal remuneration to the 1st, 2nd.(n-l)th. dose. But 

assuming the application of the law of diminishing return in its intensive 
form, previous doses will have yielded more than PA T : the area BONP will] 
represent the normal remuneration of the farmer, and the area ABP is a surplus ; 
it is this area ABP that is the “net assets” of land revenue administration. 

Now when competition prevails in the letting of land for agricultural pur¬ 
poses, and where the farmers are substantial, there is a tendency for cultiva-, 
tion to be pushed to the point N, and for the rent paid to be based on an 
estimate of the magnitude of the surplus ABP. Even in the case of substantial* 
farmers, there is often a tendency for them to induce their landlords to invest 
capital beyond the point N, and the latter as a rule demur knowing full'well 
that if cultivation goes on to the point R, there is on the rth dose not a surplus* 
but a deficit represented by ST, and if the farmer is to get normal’ remunera¬ 
tion for all doses up to the rth, it can only be done by reducing the rent ABP 
by the amount PST. 

(Note : By the application of doses from the nth to the rth, the gross pro¬ 
duce is increased, but the return from each additiona 1 dose is less than adequate 
to give normal remuneration.) 

Now here comes the snag (theoretical) from the standpoint of land revenue^ 
administration, and I consider it a pity that economists have not pointed out 
more clearly that “there may be no surplus**. We are continually assured by 

ere party in the Council that “there is no surplus”; they may be right. Or 

take the following extract from Moreland :—“His payment is fixed in terms of 
the Producer’s Surplus at the time of assessment; but very rarely, if ever, 
amounts to the whole surplus, but ordinarily leaves part of it to the peasant, 
and this part ordinarily increases between assessments. This view is not 
merely true, but fruitful, because it directs attention to one oi the most 

important questions in India, the use made by the peasants of their margin. 
Politicians may deny that the margin exists , but it is a fact which has to be 
realised by students of economics The statement italicised may be correct, 
-c.r it may be wrong. Everything is dependent on the fundamental assumption 
underlying the “net assets” argument that cultivation stops at the last pro¬ 
fitable dose. Now in a province where peasant proprietorship is the rule; 

when the law of primogeniture does not apply; -where many of the holdings 
are uneconomic from the standpoint of size; that is an assumption which may 
as often be wrong as right. It is not only in India that the tendency is apparent 
•of peasent proprietors to go on cultivating their land so long as it gives any 
appreciable additional return to the labourer (cf. Cr.ofters in Caithness and 
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Sutherland in Scotland). If these peasant proprietors made a fair allowance 
*or interest on their capital and for the wages of their labour, there would 
be nothing left over in the shape of economic rent or “net assets” : in other 
words, if cultivation is pushed to the point E , then the loss involved in the 
application of the dose‘s from N to IF, t.e., PVW f may swallow up the 
surplus A BP. If, on the other hand, the equivalent of the surplus (or a share 
of it) has to be paid to a second pat.H\ that can only be done at the expense 
of normal wages and profits—i.e., the peasant proprietor will be reduced to a 
standard of comfort lower than wnat is usual for his class of labour. 

There is the further assumption involved in the term “dose”—that capital 
»md labour should be combined in proper proportions. In the Punjab the 
tendency is for that dose to be made up of too much labour and too little* 
■capital. This is likely to have the result of pushing the application of labour 
bevond the point of profitable application. 

The problem, therefore, which faces the Taxation Committee is to get 
at the real incidence of the Land Revenue. What is in theory a rent-charge 
■by the State may become a tax on the wages of labour and the profits of 
capital. 

On this difficult subject I believe we shall get much valuable information 
from the village surveys conducted by the Board of Economic Inquiry, Punjab. 

Obviously cultivation below the margin of profitableness is not a thing you 
want to encourage; a premium would be put upon this if you exempted from 
^and revenue agricultural incomes below a certain amount. The remedy would 
seem to lie in the encouragement/ of subsidiary employments (c/. Bavaria) : 
emigration to less crowded districts; and (more doubtful) legislation against 
undue fractionisation 

(1) to subject to Income Tax agricultural incomes over the exemption 
limit, or perhaps to fix the limit lower for the rural district; 

(2) to impose something of the nature of a License Tax on non-agri¬ 
culturists who do not come within the Income Tax net. 

Q. ft .—Most assuredly not. Two sets of books is a common enough occur¬ 
rence without asking for them. Your “special” form of accounts would simply 
be a faked form for taxation purposes. Much better to get the books themselves. 

Q. ]f3 .—If income-tax rolls were made public records, it might increase 
the revenue. It is not at all uncommon, even under present conditions, for 
a man to declare his income as much bigger than it is : partly with the idea* 
of improving his social status, but more often when he may have to borrow 
from the banks : then he tells what he paid in Income Tax, and the bank 
-manager may be deluded. 

Q. J^8. —(a) I agree. This is largely the view of Adam Smith which in Eng¬ 
land was carried into practice by Huskisson, Peel and Gladstone. 

(b ) If —but it is a big if. 

(c) I agree with all except the last line. I object to the “no hardship”; 
cf. my answer to “no economic burden” in question No. 23. “Hardship” is not 
a scientific term; substitute “Disutility” and the statement is wrong. 

Q. 50. —Yes! it's actually done m a scandalous manner in India at present. 
A Madrasi colleague of my own, drawing the same pay, smokes Madras whiffs 
sent to him from his village. Postage and octroi made up the cost. He can smoke 
ail day for about Re. 1 per month. My tobacco costs me Re. 1 per day. 
Piactioable : it’s done, hut it’s iniquitous. 

It is inadvisable in the case of whisky; bad drink is a curse; good drink 
is good both for the stomach and the soul of man. 

Generally the principle of graduation cannot be applied to indirect taxation 
and is not recommended. 

Q. 52. —I agree with the quotation. For a particular purpose I believe sdlt 
to be admirably suited. 

Special Note. — T believe in some Indian State salt obtained in the process of 
manufacturing saltpetre has to be buried, and police have to be employed fo 
see that it is not dug up again. In Bhawalpur State, I am told this is the 
case. If so, this subject calls for special inquiry. 
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Q. SI .-—I am glad tc have Mr. King’s assurance ns a witness before you 
that such a policy is not contemplated. For this last year or two everything 
lias been pointing in that direction. 

Q- S3 -—(«) The aim of taxation should be revenue, not to make a teetotal 
world. 

(b) It may be now; it has not always been so. English policy has fluctuated' 
in this respect; sometimes to encourage consumption, cf. Methuen Treaty of 
1703, and results very satisfactory; the 18th century was one of the most 
drunken in the history of England ; sometimes t.o raise revenue, cf. supplementary 
budget speech in 1914; and sometimes to check consumption. 

(c) I disagree. 

('/) Will accept the first part. 

(c) Perhaps true. 

{/) T do not understand the quotation. 

Q. OJf .—The recent policy in the Punjab admits of much criticism. In places 
or amusement bars were forbidden. After an uproar the Gaiety Theatre in 
Simla last summer secured tlie right to sell alcoholic liquors; the poor fellows 
sweltering the plains who visited a picture house could drink ‘pani’. After a 
game of hockey on the plains alcoholic drinks could not be sold because the 
license duty was so heavy as to make it impracticable. It is not wise to allow 
the “bara sahibs" in the cooltli of Simla to 'have their peg, and forbid it 
to the man who is sweltering on the plains. 

Q. 67 .—If locally-made imitations of imported liquors are all as bad as the 
ones I have tested, it would be good policy to tax them out of existence. 

Q. GS. —No! I should keep the customs an imperial head, and allow no 
further taxation by local Governments. 

Q , <S7.—I fear here I am up against current Indian opinion, but I consider 
the high duties levied on material necessaries for the extension of the means of 
communication and transport, cf} railway material, motor cars, and their acces¬ 
sories, petrol, etc., a great mistake. One of India’s greatest needs is improve¬ 
ment in the means of communication. This subject should receive particular 
attention from the. Committee. 

Q. 06 .—Define :— 

Tax .—Will accept Bastable’s definition, as perhaps the best known. 

Rent .—A differential surplus ^uvising from differences in the cost of pro¬ 
duction, the difference neing due to permaneK natural conditions. 

(tf) Tn the Punjab the Government has never renounced its rierht to a share 
in the land, and still regards itself as a joint owner in the soil; cf. Punjab 
Settlement Manual, and following quotations therefrom :— 

“The right of the ruler to his share, and the right of the occupier to 
hold the land he cultivated and pass it on to his children both 
formed part of the customary law of the country, however the latter 
might occasionaby be denied by an unjust Government" {cf. Villein 
tenure in Medieaval England). 

By the ancient law of the country the ruling power is entitled to a 
certain proportion of the annual produce of every bigha of land". 

The land revenue of India, as of all Eastern countries, is less to be 
regarded as a tax on the landowners than as the result of a kind of 
joint ownership in the soil or its produce". 

Owners.Proprietors.It would be a mistake to assume that these 

words, as used in India imply all that they do in England. The 
share of the State, which is called the land revenue, is not a land 
tax” 

If further proof be needed, take the following :—‘The land revenue is there¬ 
fore the first charge upon the rents, profits or produce of an estate or holding, 
and until it has been paid, they cannot, without any previous consent of the 
Collector, be taken in execution of a decree by any private collector". . In other 
words, your partner must get his share before other debtors can lay claim to the- 
gross produce. 
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To> me, such evidence is conclusive that the Punjab Government still main¬ 
tains its right as a joint owner to a. share in the produce of the land. 

( J b) If there was any doubt before the British administration that, in mj 
t pinion, should have been set at rest by the policy adopted since. Instead of 
claiming a definite share of the gross produce, the State set itself to eliminate 
ine net produce or surplus. It set itself to eliminate that portion which in 
other countries would go as rent to the landowner. That it laid down 
tneoreticaily that it would take only half the net assets instead of a share- 
of the gross produce does not make its claim a tax. Re-settlement is simply 
a valuation of the productive capacity of the business, and a readjustment 
cf the shares of the partners. 

(c) Even on the assumption that land revenue was originally a tax—an 
assumption which I do not consider is corroborated by historical evidence—it 
must have {ended to become' more and more a form of State ownership. Wbat 
may—may I say—have originally been a land-tax regarded as perpetual would 
become a rent charge owned by the State. So far as land has been bought 
and sold for productive purposes—and not for social and speculative purposes—the 
burdee of the land revenue payment must have been allowed for, and the 
capitalised value of the land diminished thereby. The real incidence would 
be upon the original owner; at the imposition of the tax the value of his 
property would be diminished by the capital value of the tax (cf. Sellgman, 
Incidence of Taxation Book II, chap. IV.) To remit land revenue would be 
equivalent to making a present to zamindars; the capitalised value of this land 
when freed from this payment would be so much more. The effect on the 
price of the produce would be practically nil. Compare this with water rates ; 
to remit the water rate and to give a bounty on raising water from wells 
would lower the cost of production and most likely cheapen the price of the 
product 

Q . 07 .—I do not consider that the payment of land revenue is a salient 
factor in affecting the economic prosperity' of the cultivator. Compared with 
the evils of indebtedness, of fragmentary holdings, of the small amount of 
capital applied in cultivation, it is a small factor. 

Q. OS. —Sweeping assertions of this nature are not worth the paper they 
are written on. 

(a) I fail to see how’ the land revenue assessment ignores “the ability to 

pay” of the subject. It may do so in permanently settled tracts where, with 
variations in cropping, or in transportation, in irrigation, etc., the relative value 
of the land in different tracts has become different fXom what it was when the 
settlement was originally made. But in temporary settled districts, each re¬ 
settlement is really a study of “the ability to pay”. Once every 20 or 30 years 
we rewrite our “Domosday Book”. It may be that the criticism here is directed 
against the small man paying just as does the big man. But in so far as it 
is admitted that land revenue is a charge on the net product, i.e., the Surplus, 
that emerges no matter how the land is held, and I can see no economic justi¬ 
fication i f a share of it is taken in one case why it should not be taken 

on the other. Mot remission of land revenue in the case of the small man— 
cut further taxation of the big man, e.g., by applying to him the Income Tax^ 
seems to me the solution of the problem. 

(b) ‘The assessments lack the element of certainty”. This appears to me 

typer-ct itical. As stated by A. S.—“the time of payment, the manner of pay* 
ment, arid the amount to be paid should be clear to the contributor and to 
every other person.” If reassessment took place, say, every five years, 

might militate against this canon, but I do not believe that even A. S. himself 
would have attacked a reassessment every 25 years on the grounds that the 
uncertainty attaching to the tenure of land so held would have checked pro¬ 
duction. Why in England much agricultural land is still held from year to 
year; in Scotland in the Lothians a 19 years’ lease is. as far as T know", the 
most common : there of course there is the well-established tradition of not 
bidding up to oust a ^sitting tenant. 

(c) “that any other system w r e can think of”. I very much doubt this state¬ 
ment, and would direct the maker of it to the history of direct taxation in 

India. In 1870 it \ v as asserted by Mr, Tnglis, the Senior Member cf the Board 

of Revenue, North Western Provinces, that though only 1 in 300 paid moorne 
tax? to Government, he was afraid that of the remaining 299 at least one half 
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was subjected to vexation, oppressive inquisition and extortion on account of 
the tax. Of the 299 a very large number had to pay to keep their names 
■oil the list. He gave it as his candid opinion that for every man who paid 
income tax to Government, 20 paid to get oft; that for every rupee that was 
paid into .the Treasury of the State, another was paid^into the pockets of the 
subordinate officials. Naturally such a statement by a man in the position 
of Mr. Inglis cquld not go unchallenged and the Lt.-Governor (Sir William Muir) 
was called upon to report if such demoralisation actually existed amongst 
the Income-tax officials and further whether such alleged demoralisation had 
spread tc other branches of the service. His reply is worth quoting (para. 21) 

' From what has'been said it will be gathered, in the judgment of the Lt.-G., 
the convictions to which the Hon. Mr. Inglis gave expression in the Legislative 
Council are to a very considerable extent well-founded ”, but /he was happy 
to state that the demoralisation had not extended to other branches of the 
service. 

I “can thinh of” tyranny and extortion worse than I believe to pi'evail in 
land revenue administration. 

If “the time of payment is most inconvenient for the cultivator” I am 
sure that a petition to Government would succeed in having the time of pay- 
ment altered. I should have thought that the collection just after harvest 
would have been as convenient as any other. In the Questionnaire for Village 
Economic Inquiries in the Punjab, we have inserted the question “Are the 
-dates fixed for the payment of Land revenue convenient for owners ? If not, 
what other dates would be more convenient ?” If we find as a result of surveys 
that existing dates are inconvenient, steps will be taken to alter them. 

(d) Yes! if 20 per cent, is spent,^it does seem to mitigate against the canon 
of economy. Deductively I suspect the figure, but would refer you to the 
administrator. 

Q. 99 .—On what prices is land revenue assessment based at settlement ?— 
Commutation prices : this is an extraordinarily difficult subject. That it may 
Le an extremely upsetting factor is seen if one looks over commutation prices 
in the last 20 years in the Punjab. 

I would refer members to pp. 53-55 of my paper on Punjab Food Prices. 
In these pages I think a tendency towards a ten-yearly cycle of food-prices has 
sbeen established. If that is accepted, then the best base for commutation 
prices v'ould be the average of the ten preceding years. What the Settlement 
Officer is after of course is the prices in the following 20 years, but the only 
reliable index of these is the average price in the past; and in a Province, 
which is rapidly changing a ten years’ average may be better than a twenty- 
years average. 

Even this will leave untouched the question of inequality as between district 
and district when reassessments are made at different times, I can see no way 
of overcoming this difficulty. 

Subehtence Levd. — Q. 100 .—I disagree with the opinion expressed in the 

quotation, but this is not asked for. 

Obviously Us. 2,000—Rs. 166 per mensem—per annum is much above sub¬ 
sistence level—if by subsistence level you mean sufficient to keep body and 

soul together. If this meaning is accepted, I believe the majority of the in¬ 
habitants of the Punjab are living far above subsistence level. I set out 

below an index number constructed by myself, of the prices of wheat, barley, 
bajra , jowar and gram — (in each case the average is constructed from the 
ior f nightly return of retail prices from 23 districts in the Province)—during 
the years 1911 to 1920. 

(Base : Average price from 1873-1882=100.) 

1911 1912 1913 1914 1915 1916 1917 1918 1919 1920 

138 167 166 191 210 194 191 263 % 336 286 

We are very ignorant, on the subject of wages in the Province, but most 
people know from experience that the general level of wages did not increase 
between 1911 and 1919 in the ratio of 133 to 336. My contention is that if 
when prices stood at 133 in 1911, people were living on subsistence le*el 
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they would have been faced with the most dire starvation and want when 
:ri 1919 prices rose to 336; and when in 1921 they rose still higher, there would 
have been famine on a tremendous scale. The fact that this colossal rise in 
prices around the end of the decade—to my mind the sum of two causes (1) 
after effects of the war j and (2) the crest of the cycle, passed off without any 
-considerable demand for famine relief, though it must have caused much hard¬ 
ship iu individual cases, seems to me proof positive that the great bulk of 
the population are normally living consiSerably above the level of bare sub¬ 
sistence. 

Whether Rs. 2,000 per annum is above or below the necessary level, not 
fer keeping body and soul together, but for maintaining the efficiency of any 
particular class is an entirely different matter, and one on which I should 
not like tc express an opinion. 

I do not think it practicable for a taxing officer to ascertain even approx¬ 
imately—at least without much vexatious inquisition which had be better 
.avoided—whether an agriculturist’s income exceeds this limit (t.e., Rs. 2,000) 
I very much doubt if the cultivator knows himself. Further his normal income 
is but a small portion of his real income. Whether it exceeds "any limit" is 
rather different. The bigger man may be depended upon to look after himself 
and will not be so likely to be subjected to the tyranny and extortion of the 
■tax-collector. You must avoid :— 

(1) the corruption that must ensue if for every man who pays income-tax 
some 20 pay to get off, and 

(2) subjecting the agriculturist to the vexatious job of filling in returns. 

It is not the first time in the history of India that the cry has been 

“Take from us what you want, but spare us those returns/’ ' 

I consider that, if the income-tax is to be applied to agricultural incomes 
from Rs. 2,000 upwards, some method may have to be devised for assessing,! 
•automatically income from, say, Rs. 2,000 to Rs. 5,000. In Mr. Wilson’s Aet 
-of I860 profits in respect of land were assumed to be equal to half the rent 

paid to Government, and they were assessed at this amount. All zamindartf, 

therefore, whose payment to Government fell short of Rs. 400 a yeas wer6 
exempt under the Rs. 200 limit. The grave objection to this is that Govern¬ 
ment's claim in practice is so much less than its -claim in theory, and many 
who would legitimately come within the scope of the Income Tax would thus 
be exempt. In the case of larger agricultural incomes, I shcmld assess on a 
schedule as in the case of other incomes. 

To grant an exemption from the payment of land revenue of incomes below 
a certain amount is in reality to grant a premium on smaller holdings, and 
may encourage fractionisation and uneconomic holdings and cultivation below 
the margin of profitableness. I should not press this point, but the exemption 
of such incomes seems to me to strike at the very basis of land revenue theory. 

Q. 101 .—Mr. Calvert should be examined on this point for he is the authority 
on the subject, and has done more to effect practical improvements in India 
than perhaps any man living. 

Q . 102.— No, not in its entirety. Both Burke and Adam Smith have pointed 
out the disadvantages of Crown lands, and the advantages that were likely 
to accrue, and have actually accrued, from their disposal. To my mind there 
are great advantages in granting proprietary rights to individuals—-self interest 
provides a greater stimulus to production than anything to be found in Gov¬ 
ernment routine—but these grants can be made in such a way that part of 
the appreciated value will accrue to the State, e.y., new w&ste lands ia the 
Punjab —roads being laid down first. Also resettlement after a number of 
years—elso the raising of water rates once the colonists are in a position to pay. 

From the purely theoretical standpoint I should strongly support the 
imposition of such duties, but I anticipate considerable administrative diffi¬ 
culties in India ■. (1) difficulty of making any fair assessment ; (2) extremely 
unpopular. 

One point that should be considered—claim often made in favour of a 
succession tax as opposed, to an income-tax, is that it is paid once for all, 
:md ar the time most convenient to the paver. Now this, from the economic 
standpoint, simply means that the tax falls upon capital, and not fipon income. 
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India is thirsting for capital for her industrial and commercial development* 
and especially desirous to have that expenditure provided within the country 
\vide the appointment of an External Capital Committee) and any measure 
that might restrict the supply of that capital might be deprecated on that 
account. I do not press this point. 

Q • 120. —(i) Extremely bad. 

(ii) Income-tax on agricultural income : I accept in theory : whether expedient 
or not is another matter. Succession duties I approve of. Registration fee on 
marriages would I think be good—the expenditure then is so heavy that it 
would not be missed. Tax on motor cars and vehicles I object to most strongly : 
I 11 admit Rolls-Royces and that species, but I believe that in India the Ford* 
should he liberated from taxation altogether. Servants : No! they are not 
a luxury : I should like if I could do with half of what I have, but the 
“ dastur * is that one will not do another’s work. Betel leaf and areca nuts : 
yes, but would the return make it worth while? 

(iii) Race-horses—No! So short-sighted. Surely we want to improve our 
stock in India, and not to discourage it. 

(iv) I do not agree with Sir Ganga Ram. If you abolish land revenue, what 
will happen in a year when there is little for export? 

Q. 121. —Accept, but is the last sentence correct ? It is not the first time in 
Indian history that a tax on tobacco has been suggested but it has always been 
considered that the administrative difficulties were very great.. I should think 
the last sentence has reference to a “tobacco importing country”, not to “a 
tobacco growing country”. 

At the same time I consider it will be a great mistake if an attempt is 
not made to impose a duty on Indian grown tobacco, or to reduce the duty 
on imported tobacco. T have tried twenty times to acquire a taste for Indian 
grown tobacco and have failed : many must have succeeded : why penalise to- 
the present extent the man who smokes American or Egyptian tobacco? 


Professor Myles gave oral evidence as follows 

The President. Q .—Can you tell us in a word the effect of the commuta¬ 
tion prices on settlements? 

A .—There is the difficulty of securing anything in the nature of equality 
as between district and district when you take the prices of the years that 
immediately precede the year in which settlement takes place.' For example, if 
you take the commutation prices of the settlements in the Punjab around 1921, 
they are very much higher than the commutation prices that were taken a few 
years ago and the commutation prices that have been taken since. No doubt they 
wee partly influenced by the high prices prevailing during 1919-21. 

Q .—Is not the settlement based on the average of the preceding 20 non¬ 
famine years ? 

A .—That is not what is done. (The witness read relevant portions from the 
Punjab Settlement Manual.) 

{The witness handed over a graph’ to the Committee). 

Q .—What do you deduce from this graph? 

A .—I deduce that it is extraordinarily difficult to get over the existing 
difficulty of the settlements made at different times being unequal as between 
district and district. You are working with prices taken some years previously. 
There must be inequality as between district and district. 

Sir Percy Thompson. Q .—I gather from the graph that for a prolonged 
period you take the average. When you take the yearly average they oscillate 
a good deal; when you take three years, they oscillate less; and when you 
take ten years, they oscillate much less. 

A .—Even if you take the ten years you will have some changes. From 188? 
to 1895 you get a considerable rise in the general level and then you get 
period of fairly steady prices setting in until about, 1905, after which you 
get a continuous rise. Assuming that you take a district that had been re¬ 
settled between 1895 and 1905, that district has had 20 or 30 very successful 
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years from the standpoint of land revenue in that the prices were rising con- r 
tinuously while the commutation prices were based on a low level; whereas those 
settlements that have taken place 20 years afterwards must be influenced by 
the much greater rise in prices. 

The President.. Q. —You say that there is continual inequality under the 
present system of settlements? 

4.—I fear so. It may not be serious in actual practice; because the com* 
mutation prices are found to be very low in practice in comparison with retail 
prices. 

Q. —One of the suggestions is that the land revenue should be a percentage 
on capital value. Once you get every district settled on that basis, there will 

be less variation between your capital values and these commutation prices. 

-4-—That involves a complete departure from the system of land assessment 
that has been prevailing in India for generations. The existing method is 
recognised and acknowledged by the people. I fear that there might be an 
uproar against any other systehi. 

Q.-rT quite recognise that. But we are instructed to see whether the exist¬ 
ing system conforms to the canons of taxation. As an oconomist, would you 

test it by those canons ? We have touched the canon of equality and on 
that point you say it does not conform. Do you regard progression as a 
canon applicable in the case of land? 

A. —No; in that the land revenue system aims at striking the surplus. 

Q -—Do you consider that there should be any element of progression in the 
taxation on income derived from land ? As an economist you can say. The 
New Zealand tax is progressive. 

A. —1 should not have tlfe land revenue progressive; but I should subject 
incomes from land above a certain limit to income-tax and bring them under 
a progressive scale. 

Q •—May I take it that your view is that progression is a canon of taxation ? 

A. —I accept progression. 

Q .—And you' would ha?a progression in respect of incomes from land, 
although you would not do it through the land revenue. You would introduce 
progression by super-imposing income-tax in the case of larger incomes? 

A. —I would. I do not regard land revenue as a tax. 

Q. —But you do think that there should be something progressive in the 
matter of taxation on incomes from land ? 

A. —I think so. I should favour progression on incomes from land above a 
certain point; but should not apply it through the land revenue assessment. 

Q. —Simply because they are incomes ? 

A. —Yes, as incomes; but land revenue I should impose whether the land is 
held on a small or large scale, though it must be admitted that when cultivation 
goes beyond the margin of profitable expenditure, this may become a tax on 
agricultural wages and profits. 

Dr. Hydtr. Q.— How does it go beyond the margin of profitable expen¬ 
diture? You say with reference to your graph that the margin of profitable 
expenditure can perhaps be reached and the return that the oultivator gets 
does not remunerate him. I am asking you how it is possible. Do you 
think that the cultivator cultivates the land for the love of it ? 

A. —No, but in an area where you have congestion of the population, where 
you have little mobility of labour and where you have very small holdings, 
there is a tendency not to stop cultivation at the margin of‘profitableness but 
to go on cultivating so long as there is any increase in the gross return, t.e., 
where the additional unit of produce is insufficient to recompense the additional 
application of labour and capital that is necessary for producing that particular 
unit. 

Sir Percy Thompson. ^h—If you reduce the land revenue on the ground that 
the holdings are small, 'Will it not have the effect of encouraging the formation 
of uneconomic holdings? 

A.—Most assuredly it will. I have mentioned that particularly. 
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The President . Q .—We have dealt with the canons of equality and pro¬ 
gression. Do you hold it incumbent on a holder of land to produce? Is it 
legitimate that he should be allowed to keep the land idle? 

A .—If he desires to keep it idle, he can do so. 

Q. —You would still charge him land revenue? 

A .—I should. 

Q .-.—So that you penalise him if he does not produce? 

.4.—I do; but I do not insist on his cultivation. 

—What about the canon of certainty ? What do you think of this criticism t 
‘Except where there is a system of permanent settlement in vogue, the assess¬ 
ments lack the element of certainty'. 

A. —It seems to me hypercritical. If you had settlement every three or 
five years, there might be some truth in that. But I do not think even Adam 
Smith himself would have said that reassessment every 25 or 30 years was 
against the canon of certainty. In England much land is held from year to 
year; in parts of Scotland you have a 19 years’ lease. 

Q .—Have you anything to say about the canon of convenience? It is said 
‘The present system leads to more official tyranny and extortion than any 
other system we can think .... The time of payment of revenue is 
most inconvenient for the cultivator’. (Q. 98). 

A. —We know that a certain amount of it goes on. If you take the history 
of direct taxation, the early history of the Indian Income-tax, the tyranny 
and extortion were quite incomparable with what you find in the case of land 
revenue. It has been stated on good authority that for one man who paid 
income-tax, 20 people paid to get off. For each rupee that went into the pockets 
of the State another rupee went into the pockets of the officials. That was said 
by the Financial Commissioner of the North-Western Provinces in 1870. A 
committee of enquiry was appointed and it was acknowledged that it was true. 

I do not think land-revenue administration is as bad as this. 

Q. —You think that was far worse than the present system of taxation by 
the canal patwari? 

A. —Yes. 

Q .—About the time of payment. 

A. —I have always thought that the greatest care was exercised as regards 
making the time as convenient as possible. If the timfe of payment is un¬ 
suitable, a petition to the Government will be favourably attended to. In the 
questionnaire in respect of the enquiries which the Punjab Board is trying 
to institute all over the province, we have specially put in a question about 
the time of payment. We have asked if the present time of payment is the 
most suitable, and if not. what time would be recommended in its place. As 
these enquiries progress, if we find that in certain areas the time of payment 
la inconvenient, I think I may say that we shall succeed in getting the Govern¬ 
ment to alter the time of payment. 

—You would not postpone it from one year to the next? 

A. —There is no likelihood of that. 

Q. —What* do you think of the proposals in New Zealand? (The Chairman 
nanded over to the witness the paper containing the proposals). 

A. —With regard to (1), it is similar to that in India. With regard to (2) 
you have exactly the same thing here as regards land revenue. In the case of 
a decree for debt brought against a cultivator, that decree cannot be put into 
action without the special permission of the Commissioner until the land revenue 
has been paid. In other words, the other partner in the process of production 
must receive his share before other creditors can lay claim to the gross produce. 

Q .—You say it is a rent or in the nature of a rent charge. 

A. —>1 believe it had originally been a rent; and even if it had been a tax 
it has now become a rent charge. 

Q .—Are there any other canons which you would apply to income-tax and 
which we ought to apply .to the land revenue in order to answer the reference 
made to us.? 
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A .—I should not apply the exemption of a minimum in the case of land 
revenue. 

Q. —About ability to pay ? 

A .—I do not think it altogether ignores ability to pay. It is a rent and 
if you take half the net assets in the case of a large estate, it seems to me 
to be perfectly legitimate to take the half of the net assets in the case of a 
smaller estate. But it needs to be supplemented by an income-tax in the upper 
regions. 

Q .—Do you consider that the system of assessing it can be simplified? 

A.—I have had no practical experience. 

Dr. Hyder . Q. —You consider that Government is in the position of 
monopolist in the matter of canals ? 

A. —Yes. 

Dr. Paranjpye . Q. —But they have created that monopoly themselves. 

A .—The supply of water must be a monopoly and it is, as it happens, a 
Government monopoly. 

Dr. Hyder. Q. —With regard to water rates, the whole question is this; 
that the people of this province through the Legislative Council have said, 
‘the Government is asking too much; we cannot pay’. Do you think, as an 
economist, that water rates should be based on the cost of service principle or 
on the value of service principle ? There can he no question of competition. 
The Government is in the position of a monopolist. Now we have got to 
decide what principles you are going to apply to water rates. 

A .—Subject to one proviso, which 1 have mentioned, I should apply the 
principle of monopoly value to the water rates in the Punjab. 

Q. —Then the people will say that the Government is taking the utmost that 
it can from the people. 

A. ^Exactly; they say that at present. The difficulty is partly a political one. 
The agriculturists believe that they a r e paying more than their fair share 
towards the revenue of the province. They say that the urban man is not 
sufficiently taxed relatively to the' rural. Therefore I have put forward the 
idea of having within your budget what I have called a Development Fund and 
I would utilise the revenues from such a thing as monopoly of water for purposes 
of further development in rural areas. 

Q. —That is an excellent idea. But we have heard an official of the Punjab 
Government who gave us a formula which is approximately based on the value 
of service principle. He says, ‘ take the increased produce for an acre of the 
land; deduct from it the cost of cultivation and all that is left is due to the 
application of water; and the Government has got'power to take that.’ On the 
other hand those who are against the increase in the rates in the Punjab say 
that the Government is entitled to charge only a fair interest on the capital 
invested on the canals, allowing something also for maintenance and other charges 
and no more. They say ‘ everything over and above this is in the' nature of 
monopoly charge and the Government are using their position as monopolists 
to tax us*. Again on the other side, Mr. King has told us that the rates are 
on sound economic lines. Therefore, we have to determine whether they should 
be based on the value of service principle or on the cost of service principle. 

A .—T disagree entirely with the application of the cost of service principle; 
because it is most inequitable as between district and district. 

Q .—But people in districts where there are rivers and other natural ad¬ 
vantages say, ‘these are natural advantages that we have; why should we 
not enjoy the natural advantages; why should the rates be based on the question 
of what it would cost to take water to lands where there are not these natural 
advantages ?** 

A. —It seems to me that if you differentiate between the tv;o, you are- 
going to upset entirely the agricultural equilibrium in the province. If )r. the 
canal areas you give water at rates that makes irrigation by wells more or 
less impossible, then you are going to affect very seriously these well-irrigated 
areas. 

Q .—Would it be wise if the Government of the Punjab should lay down 
certain principles on which the canal rates might vary, just as they have in 
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the ease of railways, that is, lay down certain maxima and minima? The rates 
may vary according to the nature of the soil, the kind of produce and so on. 

A. —Do you mean as between district and district? 

Q. —No; over the entire province, just as they have different railway rates 
for the carrying of coal and gold. 

A. —I see no objection to that whatsoever. But it will bo perfectly futile. 
You will never have any raising of the water rates through your Council J It 
will have to be done by an executive order and the Government may as well fix 
the particular rate that it desires rather than often change it by having a 
maximum and minimum. I do not think there is anything to be gained by it. 

Sir Percy Thompson, Q. —Is not the question of irrigated land quite 
different from that of railways ? Everybody who wants to use the railway can 
use it; whereas the land is held by selected people and therefore Government 
holds this irrigated land in trust for the people as a whole. 

A.~— Absolutely so. This is what I was trying to get at when I spoke of 
Inequality as between district and district. 

Q. —Suppose you are starting with an absolutely clean slate. Suppose the 
whole of the Punjab is desolate on which nothing could be grown. But you 
had a lot of rivers and you could make canals and you could make the whole 
of that land fertile. As a matter of principle,—and probably as a matter of 
convenience—would you not say that the principle that the Government should 
adopt in charging the rates for the lands so irrigated is to take a proportion, 
anything up to 100 per cent., of the increased rental value of the irrigated 
lands? That is, without bothering about water rate or any other rate, just 
take a certain proportion on the values so created. The economic limit of 
it is the whole of that increased value. 

A. —Starting de novo , yes, 

Q .—I quite agree that it is impossible as it is ,* because you put canals 
through lands which have a value. But is not that the sort of ideal which 
you ought to work up to, i.e., to take a proportion which you might fix as 
<50, 60, or 90 per cent, of the increased value ? 

A. —This would be very difficult in practice at the moment because you have 
your land revenue and your rates separated. 

Q. —It seems to me to be an advantage rather than a disadvantage. You 
take 50 per cent or 60 per cent of the increment and you have got a fairly 
definite principle. 

A .—On the other hand historical circumstances seem to be all in favour 
of continuing the land revenue system. We are not starting de nopo and in 
the field of taxation more than in other fields, you are largely bound down 
by historical circumstances. 

—I quite agree. But should you not apply your existing methods in 
order, as far as possible, to get a certain proportion of the whole increment 
which is due to irrigation ? 

A.—Yes. 

The President. Q. —Would you glance over those five principles which 
Tiave emerged from our previous discussions? (The witness was given a paper 
'Containing the principles). 

A. —The first is that ‘irrigation enterprises should be treated as a whole, 
•the more favourably situated schemes paying for the others 5 . That I disagree 
with from the standpoint of principle. But from the standpoint of administra¬ 
tion, it may be the wisest scheme. With regard to the second point, I make 
it much' wider. 

Q. —What was intended to be brought out by that was that the zamindar 
should get back what he pays for his irrigation in further irrigation works. 

A. —It does not seem to be so. ‘The irrigation enterprises should be treated 
as a whole, the more favourably situated schemes paying for the others*. 

Q. —That is, there may be a canal that is giving good profits and there may 
be another giving poor profits. You have to fix the same rate for both and 
level up as between the two. That is what is intended. 

d —But it does not matter so long as you are making a profit on your whole 
Irrigation enterprise. I would nc*t 'start a scheme if it is not likely to pay 



its way. Even the Punjab canal schemes were likely to pay a very small 
profit at the beginning. Eventually at least there must be the likelihood of ita 
paying. 

Q. —Does not an irrigation scheme indirectly give quite a large return in 
railway fares and other ways, if not directly from land? 

A. —No doubt it does. But I should be sure in the first place that, at least 
■eventually, it is going to cover the cost of construction. 

Then it. is said here lhat the rates should be uniform. That again is from 
the administrative point of view. But from the standpoint of principle, I 
would not approve of it. 

Q. —Then you have the duty of water. One eusec is supposed to irrigate 
80 acres. You have a variable rate based upon the crops grown. The variable 
rate is adopted, we are told, so that the raiyat- should be able to pay when he 
has money in his hand. 

A.—That is very essential especially in the case of sugarcane and other paying 
crops where the profits are high. Besides it needs more irrigation. 

Q. —On the principle that the railway regulates its traffic on the value of 
goods carried ? 

A. —Yes. Then ‘the rates should be varied with regard to prices’. That is 
essential. I Iiave given you figures to show how much the cost of running 
the canals has increased. Even with the recent increase of 65 lakhs which is 
now imposed, the revenue has only increased by 17 per cent. I should think 
the cost of running the canals has increased by 40 to 50 per cent, and we %re 
only asking for 17 per cent, additional revenue. 

Q. —Can you add anything to these principles ? 

A. —T think the principle in the early days in the Punjab was that of fixing 
the rates low with the idea of attracting settlers to the newly opened uj> areas. 
In a recent communique the Government of the Punjab say, we have recognised 
a broad principle, it ‘has abstained from prescribing for any crop upon any canal 
a water rate higher than that which has already for some years past been paid 
for that particular crop upon some one (or more than one) of the eight canals 
concerned \ You may call this a principle; the Government of the Punjab does : 
I should call it the adoption of a rule-of-thumb method. 

Dr. Hyder. Q .—You say ‘I have no objection to the imposition of heavy 
taxes upon smokers and drinkers, but it is futile to say that it “imposes no 
economic burden” ’. Does it mean the same kind of burden to the tax-payer 
as in the case of income-tax? 

.4.—A similar one. 1 understand by ‘immoderate’ a fellow whose demand 
for either tobacco or for whisky is non-elastic and though the price goes up 
very considerably he will still continue to consume the same amount; and there¬ 
fore' I say there is an economic burden. 

Q. —Would you consider the Sikh community should be considered to bear 
any burden in respect of the tobacco duly? 

A. —No. They do not smoke. If any community does not smoke, it does not 
bear any share of that duty. 

Q. —And if a third community reduces its drinking because the excise duty 
was raised, its burden would be lessened? 

A. —Yes. But at the same time they have contracted their consumption* and 
that contraction of consumption must have involved for them—once they have 
become accustomed to the commodity—a certain amount of disutility. Now take 
the case of tobacco. Every time in India they raise the tobacco tax, I make 
up my mind to stop smoking. If the disutility involved in contracting consump¬ 
tion is very much greater than that of paying the additional 10 per cent. 
T>y which the tax is raised, I go on smoking. But to say that the tax on tobacco 
involves no economic burden seems to be perfect nonsense. Again in Q. 48 
of the questionnaire the same author says, ‘The rule that necessaries should be 
free and that indirect taxes should fall only on luxuries is thus a counsel of 
perfection not always attainable; in a country where three-fourths of the popula¬ 
tion consume no luxuries, the majority can only be taxed through necessaries 
and in these circumstances there is no hardship in such a tax \ That is nonsense, 
■'from the economic standpoint. In other words, if the whole taxation of a 
•country is on the necessaries, there would be no hardship in the whole scheme 
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of taxation. Is that not nonsense? The word ‘hardship* is unscientific from 
the economic standpoint. 

Q .—I agree with that. But may I take your answer to Q, 25 wherein you say 
* the Sikh community would have to be omitted in considering the tobacco duty. 
You would never place any considerable part of the customs duty collected on 
imported whisky on the Jat Sikh section of the community in the Punjab, 
although they are consumers of liquor; nor could you apportion any part of the 
revenue collected from bhang or charas to the English section of the community 

A .—If you want to get at the real incidence as opposed to the nominal 
incidence, you must get at the people who really consume the commodities 
that are taxed. 

Dr. Paranjpye. Q. —Do you think that a man who escapes a tax of this 
kind is really not doing his duty as compared with the other who pays? 

- A .—I do not look at it from the moral standpoint at all. I am not at all 

concerned with that. All I am concerned with is, it may in some cases be 

better for him to cease consumption; in the other case it may be better from 
the purely economic standpoint to pay the tax. One may involve less disutility 
than the other and it is for him to choose. 

Dr. Hyder. Q .—What is your opinion with regard to question No. 31? 

A. —I am not familiar with any of them. 

Q. —Don’t you know of the hearth tax in the Punjab ? 

A .—I do not know enough about it. 

Sir Percy Thompson. Q.— In answer to Q. 15, you say ‘The rural com* 
munity believes that it is being taxed more than Its fair share, and one of 

the most urgent problems facing the Committee is to devise means for getting 

more effectively at the trading and commercial classes. I am rather surprised 
you say .that; because 1 think you have said just now that land revenue is 
rent and it is something less than the economic rent; so that so far from its 
being burdensome, something less than the economic rent is charged. Now you can 
compare the rural man with the townsman. He does not pay income-tax; the 
townsman does. As regards salt, tobacco, etc., he is on an equality with tne 
townsman. How can it, therefore, be said that he is being taxed more heavily 
than the townsman? 

A .—I have said there that I do not consider land revenue to be a tax on 
rent. But I do feel that there are many cases in the Punjab where land 
revenue becomes a tax on wages and profits. 

Q. —How does that arise? 

A .—When your cultivation is beyond the margin of profitable expenditure. 

Q. —Is it not that there are only a small number of cases where you have this? 

A .—We have a very large number of uneconomic holdings in the Punjab. 

Q. —To relieve them would make it worse. 

A .—It is rather a vicious circle. But I say you have got to level up by 
increased taxation on the urban community. 

Q .—Because the cultivators have uneconomic holdings, that does not mean 
that you should go and raise the tax of the townsman. 

A. —Yes, I saw that. 

'Q .—I think you are in favour of a tax on agricultural incomes ? 

A .—Yes, on principle. 

Q. —Do you think the tax on agricultural incomes is worth collecting in view 
of the political ferment that you create thereby ? 

A .—X have said that it is one of the questions you have to fac,e. I agree 
with it in principle but I very much doubt whether it would be politically 
wise to do it. I feel that this estimate of 16 to 20 crores of rupees is an over 
estimate, unless provinces like Bengal contribute much more than we are likely 
to get in the Punjab. 

Q .—It has been said that a pretty fair estimate of the cultivator’s income* 
would be four times the land revenue. 

.4.— In the Income-tax Act of 1860 when agricultural incomes were subject 
to income-tax, the index taken was twice the land revenue. 



128 


Q .—Even if you take the income as four times the land revenue, there* 
will be’only very few who would come under the tax. 

A. —It is a matter of expediency and I also think that if we impose income- 
tax on agricultural incomes we might lower the exemption limit in the case 
of the rural communities. 

Q. —Is it not difficult to have two exemption limits ? 

A .—From the administrative point of view, perhaps it is. 

Q .— I cannot appreciate the force of what you say from the administrative 
point of view? 

A. —Different exemption limits for different sections must complicate procedure. 
You say that Rs. 2,000 is the subsistence level. In other parts of the world th« 
limit used to be around the subsistence level. 

Q .—In England it was the equivalent of Rs. 166 a month before the War? 

A .—But Rs. 2,000 obviously in India is very much than the subsistence 
level for certain sections of the community, but let us see an European in 
India with Rs. 166 a month, he would simply starve. 

Dr. Parcnjjujc. Q .—What other tax does an European pay? 

A. —It is difficult to make a summary at a moment’s notice. On tobacco 
(and the European smokes largely imported tobacco) he pays heavy duty—on 
cigarettes 75 per cent : the Indian largely smokes Indian tobacco and pays 
nothing. With many Europeans imported drinks are a conventional necessity 
and they are heavily taxed. Further the customs duties fall heavily upon the 
European because they tend to consume more imported articles than the Indian 
with a similar salary. 

Q .—What proportion of your income do you pay as taxes to the country? 

A .—I cannot say that without estimating. 

Q .—Do you think it is high or low? 

.4.—-According to European standards it may be low, but with similar incomes 
I think the European pays more in taxation than his Indian brother. 

Q. —Do you know that the savings or pension of an European escape 
taxation in India? 

A.—I think the savings made hy the average European in India are small. 

Q .—What about pensions ? 

A .—How many people get pensions? Even then they are only indirect saving. 

The President. —You say something like a license tax can be imposed. 
Is it not practically the same as the profession tax of the local body. 

A. —The license tax is now allotted to the provinces. It is not imperial 
as it used to be. 

Q. —Would you like to collect it by the Income Tax Department and hand.- 
over the proceeds to the local bodies? The tax on incomes below Rs. 500 might 
be collected by the local bodies, and above that it might be collected by the 
Income Tax Department ? 

.4.—I think it can be conveniently done. 

Q. —You say that the problem which faces our Committee is to get at the- 
real incidence of the Land Revenue. You say, what is in theory a rent-charga 
by the State may become a tax on the wages of labour and the profits of capital. 
You do consider that it may become a tax ? 

A. —Yes, but not a tax on rent. Yon Thunem pointed out almost a century 
ago that in agriculture very light taxation may lead to stagnation. There are 
thinkers in the Punjab who believe that if Government were not so lenient, there- 
might be a greater tendency to increased production. One of the reasons for 
lack of progress, they affirm, is that people are so lightly taxed and if they 
are taxed more, it woukl tend to increased production also. 

Q. —Does this refer to land taxes or all taxes? 

A. —The German writer referred to land taxes. 

Q. —If you are going to pitch all taxation on the agriculturists at such* 
high rates, they may give up their profession ? 

A. —Well, that is not my own personal opinion. 
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Dr. Paranjpye. Q. —What about death duties? Do you think that the 
levy of death duties would lead to discouragement of industry ? 

A. —The conditions in England and in India are essentially different from 
the point of view of productive capital. 

Q .—I do not say that death duties should be levied as additional sources 
of revenue. Supposing you want to do away with certain taxes and then levy 
death duties 3 

A. —From the standpoint of theory I am certainly in favour of death duties, 
but I think it should be remembered that they are a tax on capital and not on 
income and India at the present time should take no steps tending to retard the 
accumulation of capital. 

Q. —Take the cotton excise duties; leave aside that the benefit will fall only 
on one province, supposing the alternative is either to do away with the cotton 
excise duty or to levy succession duties, which would be sounder? I think-both 
will help in providing capital. 

.4.—You suggest that the abolition of the cotton excise duty is to assist 
Bombay millowners. If it is not to assist the consumer through lower prices but 
simply to increase the profits of the miliowner, I prefer the cotton excise duty 
to a succession duty. 

Q. —I simply give you an example. 

A. —If you put it in this way, that the abolition of cotton excise duties is 
to lead to the lowering of the prices, which would be shared by all the 
people, I may be inclined to say yes. 

Q. —Supposing the alternative before you is do away with the salt duty, 
would you advocate the abolition of the salt tax and the substitution of death 
duties in its place ? Whicn would have better effects from the economic point 
of view ? 

A. —That seems to be a question which would require most serious considera¬ 
tion. The salt duty does fulfil a purpose. I think you want your taxation 
to go down even to the smallest man throughout the whole country. 1 do 
think the whole community should contribute something to the State. They 
have an interest in the State, even though it may be small, therefore, I would 
say the imposition of succession duty cannot be taken as an alternative to 
the existing salt duty. I think it is a very big question to answer. 

The President. Q. —May we take up another suggestion, that is, taxing 
tobacco; would you prefer taxing country tobacco to taxing salt on the basis 
that one is a luxury and the other a necessity ? 

.4.—I think I would. You have to recognise that there are some sections 
of the community who do not touch tobacco. But I cannot justify this exemption 
of Indian grown tobacco from taxation, it is preposterous. 

Q. —It was suggested by the Government of India that you should take 
agricultural income into account in arriving at the rate of tax on non-agriculturai 
income, but you should not impose income-tax on the actual agricultural income? 

A .—I do no; think that meets the case. 

Dr. Hyder. Q. —You say that the State is the owner of the land and 
therefore it is entitled to take the economic rent on the land ? 

A .—I do not think I have said anywhere that the State is the owner of the 
land, but the State in India has all along regarded itself and still regards 
itself as a joint owner of the soil. This is certainly acknowledged by the 
Punjab Government throughout. It seems to me in the quotations I have 
given from the Punjab Settlement Manual, that the State has definitely stated 
that it is a joint partner in the business of production and is entitled to the 
share of the produce. 

Qs —I want to get behind the Punjab Settlement Manual and ask you on 
what authority? 

A .—I think it was so in the Sikh times and in the Muhammadan times. 

Q. —I am putting you this question as an economist, if you can get at any 
authority on which such a claim is made. Was it so in the Muhammadan 
or in the Sikh times ? 

4.—In the Sikh period it was definitely so, and the share taken by the State 
'during the Muhammadan period was very much greater than it is now. 
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29th January 1925. 

Lahore. 


Present : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. 
Sir Percy Thompson, K.B.E., C.B. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Hr. A. MITCHELL, I.C.S., Income-tax Commissioner, Punjab, 

was examined. 


Written memorandum of Mr. Mitchell. 

As Commissioner of Income-tax for the Punjab, I have been required by the 
Punjab Government to give evidence before the Indiap Taxation Enquiry 
Committee. I received the questionnaire on the 17th January, and have, as 
far as I am able, prepared answers to the questions dealing with income-tax. 
Nos. 33 to 47. 

I would point out, however, that my connection with the Income-tax 
Department dates only from two months back, and I have not, therefore, yet Bad 
time to make any serious study of the subject. 

Q. S3 .—The only justification for an increase in the rates of income-tax, 
purely as a substitute for other taxation abolished, would be that the taxation 
abolished was such as had normally been paid by the same class of tax-payers as* 
pay income-tax. 

The incidence of the main heads of taxation in the year 1921-22 was as 
follows* :— 

Direct taxes-- 
Land Revenue 
Income-tax and Super-tax 
Other direct taxes . 

Total direct taxes 

Indirect tares— 

Excise .... 

Customs 

Stamps . , 

Registration . 

Total indirect taxes 


Crows. 

Percent 

?4-87 

25-8 

25*12 

18-6 

'87 

*6 

. 60-86 

45 

29-62 

22 

32-52 

24 

11*12 

8-2 

1T4 

'8 

74-44 

55 

100 

100 


Findlay Shirra** " The Science of Public Finance "—Table XXIV of Appendix. 
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The reduction or abolition of land revenue would not justify an increase in 
‘income-tax on the incomes at present subject to this tax. 

I do not think that the majority of incomes at present taxed would* deceive 
much relief from the reduction in indirect taxation such as excise. Reduction 
or abolition of customs would probably afford some relief to income-tax payers, 
but not to an extent that would compensate the tax-payer for the imposition of 
increased income-tax. 

So far as my experience goes, the average Punjab tax-payer finds direct taxa¬ 
tion so unpalatable that he prefers to pay in indirect taxation spread imperceptibly 
over the whole year double the amount lie might be asked to pay as a direct 
impost collected "once or twice in the year, p.?., however small the town and 
however high the cost of collection, a small town will always prefer a cumbrous 
octroi system to a simple house or property tax. 

Q. 3Jf .—I consider the present scheme of graduation suitable to the conditions 
in the Punjab. The differences in the British system are— 

(a) A higher initial limit under which no income-tax is taken. 

(b) Differentiation in favour of a married man with a family. 

(c) A much more rapid rise in the rate once the taxable minimum has 

been passed. 

The justification for the difference in Indiarf practice appears to be— 

(a) I think T am right in saying that in Britain the average person, on a*i 
income below the taxable limit, contributes more regularly than in 
India to the State revenues from indirect taxation and Slate services 
such as the Post-office. In the case of a non-agriculturist in Tndia, 
with an income below Its. 2,000. and not addicted to the use of drink 
or drugs, it is difficult to see what contribution is made to the State, 
except a very small amount in excise revenue on salt and tobacco. 

\b) Such a differentiation would take effect in so few cases in India that 
it would serve no useful purpose. The customs of the two countries 
differ also to such an extent that the differentiation suitable in 
Britain is unsuitable in India. Even apart from the legal recognition 
of the Hindu joint family, an income in India is still so much more 
the income of the family than of the individual head thereof at the 
time, that it makes little difference to the circumstances of the 
persons dependent on the income whether the individual head of 
the family at the moment is a married man with children or not. 

|c) Income-tax is still so new in India, and its accurate assessment and 
collection still more so. that the tax-paying classes are not yet 
educated up to paying the very high rate of income-tax prevalent 
in Britain once the limit of £1,000 per annum is passed. Further¬ 
more the high rates at presents prevalent in Great Britain are still 
due to the effects of the war, and it would probably be admitted in 
Britain that rates nearer the present Indian standards are more 
reasonable in normal times. Very high rates of income-tax are 
usually regarded as a suitable expedient for raising revenue in 
times of grave national emergency. 

Q. S5. —I have no experience of the great commercial centres, but so far as 
the Punjab is concerned, I do not consider that any such differentiation is 
practicable. 

I am not aware exactly how the line is drawn between “earned” and 
unearned” incomes in Great Britain, but in the Puftjab presumably “un¬ 
earned” incomes of any size are represented by— 

(a) large incomes from agricultural estates; 

(5) dividends from inherited capital invested in commercial enterprises. 

{a) are not subject to income-tax : 

(6) would largely claim to be income from “ sums invested in productive 
-enterprises” and so "entitled to the same concessions as “ earned” income. 
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Moreover, money-lending is still one of the largest * industries in the province. 
If a rich man with a large inherited capital makes certain loans to reliable 
creditors and receives interest regularly without maintaining, a regular business 
staff, the interest would presumably be “unearned” income. If a small village 
money-lender has small sums out at interest to petty debtors, and spends his 
whole time in his counting-house occupied in the details of his money-lending 
business, the income would presumably be “ earned ” income. It is difficult to 
see where the line is to be drawn between these two types. 

Unearned income in the Punjab would so often be income-from investments 
in industrial enterprise, which it is the policy of the administration to encourage* 
that I do not consider it should be subject to extra taxation. 

Q. 36. —No. See also iny remarks under (b) in my answer to question No. 34. 

(J. 37. —The present form of super-tax on companies appears to be suitable. 

Q. 38. —No. It appeal’s to me that under existing conditions land pays its 
fair share of taxation (25 per cent of the whole), and though it seems anomalous 
that very large agricultural incomes should not pay tax at a higher rate, still 
there are certain considerations in regard to land revenue which may be set off 
-against this anomaly. There are— 

(«) Impossibility of evasion. Land cannot be hidden, and as a certain 
revenue is attached to each plot of land, this has to be paid. 

(1) The very smallest agricultural incomes pay their share. However 

small the plot of land <ome revenue is 'assessed and recovered 
thereon. 

(2) Without altering the conditions of land revenue altogether, and turning 

it into an agricultural income-tax, it difficult to see how a satisfactory 

■discrimination against absentee landlords-could be*worked. 

(3) I have no means of estimating the figures. 

Q. 39. —I have no means of checking the estimate in question. 

Q. If.0 .—It would no doubt be more equitable theoretically to reduce the 

taxable limit nearer to the subsistence level, but in view of the experience 

gained in assessing income-tax directly, I doubt very much whether the fiscal 
gain Worn reducing the limit would be commensurate with the increased cost of 
assessment. 

In 1918-19, the last year on which incomes between Rs. 1,000 and Rs. 2,000 
were assessed to income-tax, there were 27,063 incomes below Rs. 2,000 paying 
Rs. 7,79,867 (vide Return No. II of Annual Report of 1919-20). As the total 
number of assessees for 1918-19 was 45,935, the number of assessees was reduced 
by more than 50 per cent, and the remaining 18,872 assessees, paying 42 lakhs of 
tax, had by the next year increased to 21,063 paying nearly 45 lakhs. The 
assessment of all these small incomes to income-tax can hardly have been 
worth the cost of assessment. 

Q. bl .—Up to the year 1921, I, as a District Officer, was concerned with the 
assessment of income-tax. From 1921 to the end of 1924, I It ad no concern 
with income-tax matters. During the two months that I have now been in 
charge of the Income-tax Department in the Province, I have been struck with 
the tremendous advance made in the accuracy of income-tax work. 

(1) The number of assessees submitting correct profit and loss accounts dulr 
certified by auditors is still small, but is steadily rising. 

New firms of professional auditors are coming into existence, but here again 
the progress is slow. 

Accounts properly kept and audited are relied upon as the basis of assessment 
whenever possible. An audit from an income-tax point of view does not always 
give precisely the same result as an audit by a private firm of auditors, but in 
the cases that I have been able to go into so far I have found the difference 
chiefly due to the different points of view. For instance, in estimating the profit 
and loss of a business an auditor naturally includes payment of itcome-tax m 
a business payment, whereas the department must exclude it. 

A conservative business man might desire to feel that he was in an even 
stronger position than his balance sheet made out, and might depreciate his 
buildings and furniture by 20 per cent or 25 per cent annually. This would 
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I presume, be accepted by auditors as evidence of sound business methods. The 
Income-tax law allows only certain defined rates of depreciation. 

Speaking generally an auditor performs his duty best by the general public 
by showing the net profits of a concern, as low as possible. Income-tax law does 
not admit of ultra-conservative estimates. 

(2) The improvement in accuracy of assessment due to the establishment of 
the specialised Income-tax Department is enormous. Five years ago the work 
was in the hands of the ordinary district administration, already fully occupied 
with other branches of the administration, and without any knowledge of or 
training in accounts. To-day the Income-tax Officer has no work beyond that of 
assessment, and is in most cases a trained and specialised expert in the reading 
of accounts. In a!ny system of direct taxation honesty must always penalise 
itself, but the present system of examination of accounts is rendering it daily 
more difficult for dishonesty to pass undetected. 

Q.' JfZ .—I doubt whether the bulk of the smaller assessees are yet educated 
up to the standard at which they could be required to keep accounts in a 
certain definite form. A large number still keep no accounts at all and assess¬ 
ment has to be ascertained by a percentage on total sales. Very great care is 
taken in working out these standard rates and checking them time to time, but 
the department would infinitely prefer to have accounts in any form. 

The Bill recently introduced into the Punjab Legislative Council for the 
compulsory registration of money-lenders and the prescription of accounts to be 
maintained by them would, if passed into law, be of immense assistance to the 
department, but the opposition met with in Council showed that the Province was 
not ready fcr a measure of this nature. 

Q. IfS .—I am not sanguine of the success of such methods in India. In the 
present state of public opinion, I consider that the assessment proceedings are 
still looked upon rather as a*game between the assessee and the department, 
and where an assessee was found to have scored oft the department, I think the 
public opinion of fellow assessees would commend him as an astute player 
in the game, rather than condemn him as one who had defrauded the public 
in general. I may be wrong but that is my impression. 

Q. If-If .—I do not think that in India the question is of very great importaiice 
from an income-tax point of view. Although there is force in the contention 
that the effective rate of interest is higher in the case of the rich man, yet 
the device probably attracts the small investor who is saved the payment of a 
high rate of tax in the first instance to be recovered later after certain formali¬ 
ties and production of accounts and certificates. 

Q. 45.—Interest on dividends from securities is still so small a portion of the 
assessed incomes in the Punjab, that the question has not been raised before in 
the department. The suggestion to collect income-tax by a special stamp duty on 
the coupon seems suitable. 

Q. £6.-— Yes. As long as the Indian rate of tax is in almost all cases less 
than half of the British, the Indian Income Tax Department is practically never 
called upon to give a refund under Section 49. 

Q. lft .—The Indian system appears to me the simplest and the easiest to be 
understood by the assessee, especially the smaller assessee. The old system of 
adjustment introduced in the Indian Income Tax Act of 1918 was an attempt to- 
prevent injustice from undue fluctuation from year to year, but it was not 
understood by the assessee and was very unpopular. 


Mr. Mitchell gave oral evidence as fellows 

The President. Q .—You are the Income-tax Commissioner of this Province,, 
and you have recently taken over charge ? 

A. —-Yes, Sir. 

Sir Percy Thompson. Q.—In your answer to question No. 33, you have shown 
the incidence of the main heads of taxation, 45 per cent as direct taxes and 55 per* 
cent as indirect taxes ; and you also say that the only justification for an 
increase in the rates of income-tax purely as a substitute for other “taxation 
abolished, would be that the taxation abolished was such as had normally been 
paid by the same class of tax payers as pay income-tax. Do you regard these 
proportions as sacrosanct ? 
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A .—No, I have taken the actual figures. The ratio seems to be reasonable. 

Q. —In England, I think the proportion of direct and indirect taxation has 
changed round since the War. Would it be necessary to increase the rate in 
substitution for some other tax which should come on the same people? 

A .—I understood the question to mean that in the event of any tax being 
abolished, would an increase in income-tax be suitable to obtain the same 
revenue as before from the same persons who benefited by the abolition. 

Q. —Is the present distribution of direct and indirect taxes appropriate? 

A .—I think it is roughly appropriate. 

Q .—You say that in the Punjab there is a very strong objection to direct 
taxation; how do you account for that? It is not the same with the people in 
the South of India? 

A .—Some two years ago the new Small Towns Act came into force and the 
question of introducing the new constitution in the small towns in the district 
I was then serving in was taken up. In every place I found that the towns 
people would rather pay Rs. lO in chungi or octroi spread over the whole year 
than pay Rs. 5 as a direct tax. 

Q .— Everybody tflls us the same thing, but nobody explains why it is so. 

A .—I don’t know exactly what it is due to. I made the remark the other 
day to a brother officer that the people had a very great antipathy to direct 
taxation, and his reply was that this was only natural as we all like to pay our 
taxes indirectly and not directly. 

Q. —Then, would you say that the standard of education is higher in the South 
of India than in Northern India ? 

A .—It may be so. The higher the standard of education the more one sees 
how much more one loses over indirect taxation which requires an elaborate 
establishment to collect it. I cannot say exactly what is due to it, but while 
people uncomplainingly pay in octroi much more than they would usually pay in* 
indirect taxation, still they pay it happily rather than pay a lump sum of even 
Rs. 5 a year. 

The President. ' Q. —This is the view of the small people, that the big 
people, who form the administrative bodies, want to avoid taxing them¬ 
selves. Is this not the view? 

A .— I think that this is true to a certain extent. They do not trust the 
Committee. 

Dr. Uyder. Q .—Is the dislike to direct taxation due to the fact that the 
Committee people need not have to pay taxes, while in the octroi they can get 
from those who cannot pay direct taxes? 

A .—I think the object 1 on is universal, and in these small towns everybody 
from the top to the bottom objected to direct taxation, and said that they would 
prefer to have octroi. I think the majority of the people would not know 
who the actual assessing body was. Human nature being what it is, they 
think that the people on the committee would not pay proportionately as much 
as the small people did. The definite objection is to pay Rs. 5 straight away, 
whereas in chungi they do not feel this 

Q .— Everybody thinks that it may be possible to escape from it? 

A .—Yes, it may be so. 

Sir Percy Thompson. Q .—You say with regard to the scheme of graduation 
that one of the differences in the British system is that there is a higher initial 
limit under which no income-tax is taken. I should have thought it was 
necessary rather to justify the height of the limit of exemption in India, which 
is very much above the cost of subsistence. In point of fact, the income-tax 
limit of' exemption for a single man is the same as for the married man. Do 
you think the limit should be reduced? 

A .—My* impression is at present that in the case of smaller incomes the 
expenses of collection would hardly be worth the result. A very large number 
of assessees were let off when the exemption limit was raised in 1918. 

Q .—Do you think that there can be a different limit of exemption in 

different places? 


I 
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A. —It can be done, but I think we have to take into consideration that there 
would be a lot of bad feeling. The people may not see the logic of it. 

Q. —Don’t you think it is justifiable, apart from the administrative difficulties? 

A. —Yes, I think justification could be made, but it is going on very different 
lines from those on which we have gone hitherto. You are going to begin to 
open up very many fields where discriminations of this sort could come in. We 
h^ve a good many payers living outsi Je the large towns, for example, money¬ 
lenders and shop-keepers. 

The President. Q .—You point out that in the case of non-agriculturists in 
India with an income below Rs. 2,000 and not addicted to the use of drink or 
drugs, it is difficult to see what contribution is made to the State except a very 
small amount in excise revenue on salt and tobacco. Does he actually pay 
anything towards tobacco? You say that is the man who ought to pay, but 
later on in answer to question No. 40 you say that the assessment of all these 
small incomes to income-tax can hardly have been worth the cost otf assessment. 
Would it be worth while to assess him to license tax? 

A. —I think income-tax will be better in that case. We investigate many 
cases and find that people have an income of Rs. 1,800 or so, and they are let 
off. If you are going to assess them at all, it would be yise to do so as a 
continuation downwards of the present income-tax assessment. 

q —Would you adopt the old system where there was a fixed sum? 

A. —I do not think it is necessary now. The justification in the old days 
was that we only knew an assessee’s income approximately, now we are very much 
more accurate than in the old days. 

Q. —Do you think that your dejiartment would be able to do this? 

A .—I think they should be able to do it. 

Q. —Is your staff very fully worked? We were told that they have no work 
for two or three months in the year. 

A ,.—I would not say that, but I have come in at the end of the year. If they 
do their work well, they may have some relief during some months of the year. 
At the present moment they are not overworked. 

Q. —Suppose your work is increased by giving you power to assess such 
people, how much staff would you require? 

A. —I have not attempted to work out the figures how much time it takes for 
a man to assess. Rut speaking roughly, we should have double the number of 
clerks and in addition more officers. 

Q. —Actually the examination of books would be very simple? 

A. —There must be some village money-lenders, etc., if they produce their 
books, it takes some time to examine them. 

Q. —There is at present some duplication of staff. The local bodies are begin¬ 
ning to employ pensioned officers to assess their profession tax. Would you take 
over the assessment and pay the money over to the local body? You would also 
secure for your department the list of the people who are paying profession 
tax ? 

.4.—Yes, I think we could do the assessment. But the haisiyat tax goes far 
below our exemption limit. 

Q.— Is profession tax below Rs. 500 a good tax ? 

A .—I introduced one in my last district. There are people earning below 
Rs. 2,000 who want roads, schools, etc., but were paying nothing either to the 
District Board or Government. In the lowest grade it is a capitation tax. 

Q. —Could vou without much difficuRy assess haisiyat tax on incomes over 
Rs. 2,000 ? 

A .—The Jneome-tax Department has to arrive at a decision as to what a 
man’s income is. 

Sir Percy Thompson. Q .—Suppose a man gets a salary and you onlv want 
to know his total income, you do not care a pin from where he gets the income, 
suppose he has unearned income from dividends? 

A. —As far as this province is concerned, the assessment of salaried officials 
has not so far been done so systematically, but we should have a formal assess¬ 
ment at the end of each year. We have now started a year ago a salary circle, 
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and the officer in charge fnakes a regular assessment in the same way os for 
business incomes. 

Q .—How do you proceed? 

A .—At the end of the year, every man is sent a form in which he asked 
to fill in his income from salary and also any private income. If there is any 
private income, he will harj to pay tax on that also. 

Q .—Does it happen only in a small proportion of the cases? 


A. —I have not gone into the actual figures of the circle. If we take the 
ordinary British official, probably, if they have any incomes at Home, they 
keep them at Home. 

The President. Q .—Will there be any difficulty in finding out which class of 
haisiyat tax he falls into? 

A .—I don’t think there will be any difficulty. 

Q .—Would it be practicable to add profession tax to the income-tax demand 
and recover it, and then pay it to the local body? 

A. —Yes, but we have no actual powers of collection. 

Q .—Assuming you are made^the agents for the local body? 

A .—It is possible. Even now, as it is, in the case of people who do not pay 
their taxes, we have to resort to the district authorities. As we have not actually 
got the collecting power, we do not want to take the responsibility of collecting 
profession tax. We have no enactment requiring us to inform the local bodies 
confidentially what a man’s income is. But if there were any income-tax payers 
who should pay profession tax, we could tell the local body concerned, if t&is 
was made legal. 

Q, —Don’t you think that haisiyat ta \l should be graduated? 

,4.__We took the view in the districts that a man with an income over 
Bs. 2,000 was already paying progressive rates in income-tax. 

Q'—. Don’t you think it is a fact '.hat the general effect of local taxation is 
to tax the poor man more than the richer man? 

A .—I suppose it falls heavier on the poor man. 

q ._The octroi falls on the poor man, and the rich house-owner pays no more 

an proportion? 

.4.—Quite so. 

Q .—There is no sort of progression? 

A. —Xo. 

Sir Percy Thompson . Q .—Supposing I am running a business and I return 
my income as Bs. 5,000. I will tell you that you can charge at your highest rate, 
would you still require to know my total income? 

A. _The form we send to the assessee requires him to state the total income 

from* all possible sources. That determines the rate of tax as well. Even if' 
you have securities, etc., it will he shown. 

Q.— Supposing I say jpu can charge me at the highest rate? 

A. _There is the statutory obligation that you must state all the income from 

different sources. 

£,_Would you really want to know the total income even if I say that you 
can charge at the highest rate? 

A. —Yes, we must know. 

The,President. Q.—So it is perfectly easy to assess a centime additionel and 
collect it? 

4. We always insist upon the form being filled in fully stating all the 

income. As soon as we find that the statement is correct, we come to a 
definite finding as to what the man’s income is. 

Q' _Whereas you won’t touch the overseas assessment; interest on security 

bonds and shares, etc. ? 


A .—We do that in the case of supertax, 
incoino is. 


We always find what a man’s total 
I 2 
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Q .—Of coarse, the number of super tax payers is smaller than that of income- 
tax payers. 

A .—There is no great difference between the Rs. 40,000 and Rs. 50,000, where* 
the super-tax begins. 

<2.~You think there would have to be a separate assessment of the centime 
additional on the tax from bonds and shares ? 

A .—Yes. 

Sir Percy Thompson. #.—rIn the case of practically all income-tax payers, 
you apply the super tax procedure to get the total income? 

A .—Everybody has to declare his total income. 

Q *—If they did not do it, that would give you trouble for assessment? 

A .—Yes, wo only assess on the income directly assessable. But in our 
ordinary procedure, we demand a return of everything whether it is taxable 
or non-tax able. 

Q. —In England except for the super-tax, we don’t care about the person’s 
total income. 

.4.—We do in every case ascertain the total income apart from the agricultural 
income. 

Q .— Is that the same all over the country? 

A. —I think it must be so. 

Q .—You don't believe in family allowances. Is there not less taxable capacity 
in a man supporting ten people than a single man ? 

A. —As far as my experience goes, an Indian who gets an income has to 
support a large number of cousins and various other relations. I think in 
practice it would not be worth while, having regard to the actual conditions of 
Indian life. 

The President. Q. —Is mairiage practically universal in this Province? 

A .—I think it is so. It is very unusual to find any man unmarried. 

Q .—With regard to question No. 35, if the words “or of sums shown to have 
been invested in productive enterprise”, bad been omitted, would you ha^e 
answered the question in the same way? Do you think there ought to be any 
distinction in the rate ? 

A. —My difficulty was to draw the line between earned and unearned. 

Sir Percy Thompson. Qy —Would you not say that a man sitting in his 
armchair and drawing an income from securities, ought to pay more than a 
business man who gets the same income from his work? We don't find any 
difficulty in distinguishing this in England. 

A .—Yes, I think so. But my point was I did not see that a very large 
number of unearned incomes would be found in India. 

Q. —Don’t you find that there are large unearned incomes in places like 
Calcutta and Bombay? 

A .—I have no experience of the large commercial Centres. 

Q .— Do you get many applications for refunds ? 

A .—A lot of them are adjusted automatically, because if a person has a. 
business income as well as interest on securities, he returns his total income and 1 
says what he has actually paid. We deduct from his total income-tax the 
income-tax levied at source. 

Q .— Supposing his whole income was tax-deducted. He will have to be 
exempted from payment? 

A .—I think we would always issue a notice and mak$ a formal assessment. 

Q .—If tax is deducted at the highest rate, you still make the assessment and. 
tell him if he has paid too much? 

A .—I think there is hardly such a case. 

Q .— I suppose you do not get very many such case*? 

A.—Na. 
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The President. Q. —You say that the present form at super-tax on companies 
•appears to be suitable? How do you justify super-tax? Do you know if there 
is any justification except that super-tax is paid by individuals on the whole of 
their profits, while a company pays nothing on the profits placed in reserve? 
It was felt that this was not sufficient justification in England. It was repealed 
only last year. 

A. —I cannot give you any specific answer one way or the other. 

Q .—I quite appreciate your argument that the land pays its fair share of 
taxation, and' even on the smallest plot of land some revenue is assessed and 
recovered. You say that tin* iand revenue which is paid by the agriculturist is 
regarded as rent and not as a tax. I think he has the use Of a very valuable 
asset, he has got the use of land, why should he not pay for it? If you start a 
mill, the State does not provide you with the machinery, but here it does provide 
the agriculturist with the land? 

A. —I think that is rather going back to ancient times. Most men would say 
that the land was inherited from his father and so on. I suppose that property 
in land was admitted largely because of the extra incentive it gave to the 
person concerned. 

Q. —Is that not so when you find land revenue very small in proportion to the 
rental value? 

A. —I was rather thinking more about the primitive time when the country 
was lying waste, and the people were* encouraged to take up land and given 
some incentive to stick to it. 

Q. —Don’t you think that there is one more reason; we have been told by an 
official in the Punjab Government that income-tax on agricultural income would 
affect something like 2,300 people or so in the Punjab, cultivators who possibly 
have an income of Es. 2,000? 

.4.—That aspect of the question certainly occurred to me. If you take 
theoretically land I’evenue at half the net assets or even a quarter, I should 
doubt if you will get many people who are paying more than Rs. 1,000 a year in 
Iand revenue. 

Dr. Ryder . Q .—In answer to question No. 40, you say “It would no doubt 
be more equitable theoretically to reduce the taxable limit nearer to the sub¬ 
sistence level”. I should like you to tell us what exactly you mean by sub¬ 
sistence level. It must vary. 

A. —I took it from the question. I thought that it was assumed in the 
question that the Indian limit is higher in comparison with the subsistence level. 

Sir Percy Thompson. Q. —Can you suggest either legal or administrative 
changes which would help in making a more close assessment of the income tax? 
Do you ever institute prosecutions for fraud or evasion? 

A— -Mr. Darling, who ran the department for the first three years of its 
inception, was rather averse to it in the early years. He did not want to launch 
prosecutions too soon, and one of the remarks he made in handing over charge 
to me was that the time had probably come when we should begin taking up some 
prosecutions. The other day one prosecution was started in Amritsar, but it was 
afterwards withdrawn. I think we shall certainly have to start prosecutions 
before long. 

The President. Q .—You impose a penalty? 

A. —Yes. 

Q. —How? 

A. —A penalty equal to the amount of the tax may be imposed. It has been 
used to a small extent. 'When the assessment is made, a notice is issued to the 
man and he is given two months’ time. If he does not pay within this period, 
the Income-tax Officer begins to impose a penalty. Thus, before we give up our 
attempts and hand over the case to the District Officers, we can double the tax. 

Q. —That is the penalty for delaying payment? 
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A. —Yes. But I haVfe been struck with the regularity with which people now 
pay within the two months. 

Sir Percy Thompson. Q .—Can you impose any penalty for the concealing of 
income and deliberate evasions? 

A .—Yes; there is section 28 of the Act. 

Q. —Is that power used? 

A. —Yes, to a certain extent. 

Q .—What is the penalty? 

A. —A penalty equal t-o the amount of income-tax which would have been 
collected. 

The President. Q. —Does the penalty of refusal of appeal still stand? Under 
the previous Act you could refuse to hear a man who did not submit his returns 
within a certain time. 

A .—Yes. No appeal lies if a man has failed either to submit his return or 
to produce his accounts when called upon. 

Q. —That is a strong power ? 

A. —Yes. 

Sir Percy Thompson. Q. —With regard to question No. 42, is there much 
evasion of income-tax by money-lenders? 

A. —Yes. Even people who show their accounts generally under-deelare in 
the first instance. 

Q. —And there was a Money-lender’s Registration Bill recently introduced.. 
What was the position with regard to the Bill? 

A .—I really could not tell you straight away. 

<?.— If it is passed, it will help you ? 

A. —Yes ; considerably. 

The President. Q. —Is there any recognise* system of accounting? 

A. —Mr. Dalip Singh will tell you about this. He is rather an expert in the 
matter. 

Q .—With regard to question No. 43, you do not think that, action of the 
kind suggested would tend to encourage public feeling against the person who 
evades income-tax ? 

A .—I do not think so. 

Q. —With regard to question No. 44, is it ijot enabling the profiteer to 
escape the tax for the rest of his life? 

A. —Yes. I suppose that would be the result. But here in India investment 
is still such a small item that tax-free securities do not matter. The real invest¬ 
ment is money lending. 

Dr. Paranjpye. Q. —What is your experience? Are income-tax free securities 
actually held by men who aic liable to super-tax? Do the returns .that you get 
show that the people who are likely to be liable to super-tax nold a large 
number of these tax-exempt securities ? 

A. —They are not free from super-tax. 

Q. —I mean those who are likely to Be highly assessed. 

A. —I have not looked into that point. 

Sir Percy Thompson. Q .—Is there really much evasion in the payment of 
income-tax from bearer securities? 

A. —I cannot say. 

Q. —With regard to the stamp, it will have to be at the highest rate of 
income-tax and super-tax ? 

A. —Yes. 

Q. —With regard to Q. 46, you say you are satisfied with the provisions- 
regarding double taxation. Do they work smoothly in practice? 
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A. —At the present rates, we only come in when the Indian rate of tax i % 
more than half the British tax. 

Q. —Have you not to give certain certificates before the British authorities 
deal with the man ? 

A. —I never had a case, except one which was entirely on the wrong lines. 

I have not seen a case of actual double income-tax, and it is never like!*- to 
occur, I understand. 

The President. Q. —Have you any trouble with your adjacent Indian States, 
with regard to double income-tax? 

A. —No. It is just beginning. The only case so far is with respect to the 
salary of Government officers sowing in Indian States, and the Government of 
India has given a special concession that these officers serving in the Indian 
States have first got to pay their income-tax to the State, and then they pay the 
British Indiau income tax. The British Indian Government refunds to them what 
they pay to the State; so that altogether they do not pay more than what thpy 
have to pay on their salaries in British India. 

Sir Percy Thompson. Q. —With regard to question No. 47, you say “The 
Indian system appears to me the simplest and the easiest to be understood 
by the assessees”. Do you think that your system with all its varying rates 
and complications is simpler than the English system ? 

A. —I would prefer the English system on the whole. As it is, the difference 
in tax between a man getting Rs. 1,950 and Rs. 2,050 is very great. 

Q. —You prefer the system of assessment on the previous year’s income? 

A.—Yes. 

Q. —You say “ The old system of adjustment introduced in the Indian Income- 
tax Act of 1918 was an attempt to prevent injustice from undue fluctuation from 
year to year”. Is it not still existing? 

A.—It has been done away with. 

Q.—' Why? 

A. —Supposing we are making assessment for 1924-25 on the actual income 
of 1923-24. Suppose the income for 1923-24 was Rs. 5,000. Now we assess on 
that for 1924-25. Then in 1925-26 you find that 4he actual income for 1924-25 
was not Rs. 5,000 but, say, Rs. 10,000. Therefore, you assess on Rs. 10,000 for 
1925-26, and, say, that as Ir.st year the income was Rs. 10,000 the assessee must 
pay now the difference in the tax on Rs. 5,000 and Rs. 10,000. Then if it 
went back to Rs. 5,000 the year after you pay on the Rs. 10,000, at the end of 
the third year you would get a refund. It was very cumbrous and people 
did not like it. 

Dr. Paranjpye. Q. —Do you think that the present income-tax machinery will 
be suitable for collecting death duties or succession duties if levied? 

A .—It would be a separate branch and we would have to ascertain the capital 
value of the estate. As we find out the man’s income from year to year we 
would be in a better position to arrive at his capital than a new department. 
Otherwise it will be entirely a separate work. 

Sir Percy Thompson. Q. —Would you have information as to his securities? 

A. —Yes. 

Q. — As to his land ? 

A. —No; but we would be in a hotter position than an outside department. 

The President. Q .—You will know about his capital on business; only 
movables and lands will have to be valued? 

A. —Yes. 

Dr. Paranjpye . Q. —You charge on rent of houses and so you will also have 
house values? 


A.—Yes. 
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I*ala DALIP SINGH, M.A., F.R.E.S., Income-tax Officer, 
Amritsar, was next examined. 


Written memorandum ot La la Dalip Singh. 

Q. 8 .—During 1920 I had collected family budgets of 189 persons of middle and 
the lower classes residing in a town and in villages, including shop-keepers, 
teachers, clerks, farmers, and labourers. After inspection of the homestead and 
its inmates, and after detailed cross-examination, I had filled up a form which 
was designed to express in money the income from different sources, expenditure 
•on different items, such as food, clothing, necessaries and luxuries, property, in¬ 
debtedness, name, age, caste, residence, occupation, and the number of members 
of the family. 

(I had examined residents of one town and eleven villages of a district in 
the Punjab. In a country like India, where only six per cent of the popula¬ 
tion knaws the three K’s. economic enquiry or research is a matter of no small 
difficulty. People are generally unwilling to disclose the details about their 
income and expenses.) 

I think that the statistics given in Annexure C are fairly reliable to form the 
basis of an estimate of the incidence of taxation on different classes. 

Q ■ l^.—Yes, when any public authority in carrying out a work of public 
utility, incidentally confers value in a peculiar degree upon certain pieces of 
property, it has been admitted in law in many countries, that a special public 
charge should be imposed upon the value thus incidentally created, which, since 
it is producted by the public authority, has been adjudged as belonging in a 
sense to the community. It should be in the shape of a betterment tax. The 
betterment tax is levied in Germany and England, The scheme can be formed 
by a committee appointed for the purposes. 

Q. 33 .—In the event of a substitute being required for other taxation that is 
abolished, I would propose an increase in the rates of income-tax. 
I would apply it to incomes above Es. 10,000. The state¬ 
ment given in Annexure E shows that the percentage of 

income taken in taxation above incomes of 1,000 sterling in India is less than 
the percentage of income taken in taxation in England, Austria and France. 
The principle of equity in taxation is the principle of causing equal proportional 
sacrifice among the^ tax-payerS, and taxation, which embodies the principle of 
proportional sacrifice, must be progressive, that is, the higher the net income of 
a person, the greater must be the rate at which ho is taxed. 

Q. 35 .—There must be some differentiation in favour of earned incomes or 
of sums shown to have been invested in productive purposes. It is very neces¬ 
sary to make a difference between earned and unoarned incomes in a scheme of 
taxation. Comparing two individuals, one who derives, say, Es. 10,000 a year 
from a perfectly safe investment in the funds, perhaps accumulated and left to 
him by his father, and on the other hand a man making the same nominal sum 
by personal labour in the pursuit of some arduous, and perhaps precarious profes¬ 
sion, or some form of business, to say that these two people are, from the point 
of view of the State, to be taxed in the same way, is, to my mind, flying in the 
face of justice and common sense. 

The question may arise as to how to differentiate between an earned and un¬ 
earned income. Of course, it is very difficult to draw a hard and fast line between 
the two. The test whether a given income is earned or unearned may be described 
as follows :— 

If it is derived from personal labour or from pensions, or from property 
forming part of the emoluments of office, or from carrying on a business or 
profession, and. the recipient is actively engaged therein, and is not protected 
by limited liability, then such income is earned, otherwise unearned. Another 
difficulty may arise in distinguishing between incomes which are either wholly 
earned, or partly earned and partly unearned, because there may be overlapping 
in dubious cases. The most practical way of dealing with the problem is to 
confine the differential treatment to earned incomes which do not exceed, say, 
Rs. 10,000 a year. (In this connection I would refer to the Eeport ot the Select 
Committee of 1906 appointed in England under the presidency of Sir Charles 
\V. Dilke.) 
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Q . 36 .—In the assessment of income-tax no allowance is made for the number 
of persons supported by the assessee, while this is not the case in England. It 
has been observed that in some cases, especially in the case of assessees haying 
incomes of Rs. 2,500 or Rs. 3,000, this is a great hardship. If an allowance, say, 
of Rs. 1,000 is made out of the income of an assessee for every average family, 
it will not involve any proceedings of an inquisitorial nature. (But this personal 
allowance is very necessary in India, especially when the cost of living has 
risen very high.) 

Q. 37 .—Assessment of super-tax on Indian companies in the present form 
should be continued. At present super-tax is levied on companies at a uniform 
rate of an anna per rupee, while the rate of super-tax on individuals and firms 
is on ascending scale up to a maximum of 6 annas a rupee. The experience of 
the last three years has shown that this distinction has led to the formation 
of many bogus companies to avoid proper taxation and the problem to remove 
this anomaly is also under the consideration of the Central Board of Revenue. I 
would, suggest that companies should be assessed to super-tax at the same rates 
at which individuals and firms are assessed. 

In one case two brothers, who were carrying on business jointly and were 
being assessed as a firm, had formed a company and got it registered under the 
Indian Companies Act. The share-holders consisted of both of them and their 
two wives. In another case an individual had formed a company with his three 
sons. 

Q. S8 .—Under the provision of section 4 (3) of the Indian Income-tax Act, 
agricultural income is exempted from the tax. It is quite clear that this section 
was inserted for purposes of what will otherwise turn out to be a double tax. 
Let us see by an example how far this theory holds good now. Jhanda Singh is 
a landlord and possesses 10 murabas of land in the Lyallpur district. He has 
given 5 murabas to a farmer on batai (participation) system, and 5 murabas 
to Basanta Singh, another farmer, on contract for six years at Rs. 2,500 
a year, who has again given iff to another farmer. Jhanda Singh pays the land 
revenue. The farmer who cultivates the land and also Basanta Singh do not 
pay any tax to the State. Thus the distribution of tax is not proper. 

Again, as the land tax at present is levied there is neither equality of sacrifice 
nor equity in its incidence. It is assessed upon each acre, according to fertility 
and other conditions irrespectively of the ability of. the owner of land to pay. 

There is not the least doubt about the fact that the landlord class is not 
making proper contribution to the growing expenses of the State, although they 
have undoubtedly grown prosperous during the last 25 years. In this connection 
it will be interesting to mention that the land revenue demand of the Punjab 
(440 lakhs) gives an average of Rs. 2/6 per head of the rural population or 
Rs. 10/11 per family, while the income-tax demand for the province works out 
to Rs. 3/3 per head of urban population or Rs. 14/5 per family. The income 
of landlords derived from agriculture and subject to permanent settlements must 
be taxed. Incomes of small peasant proprietors who cultivate land with their 
own hands should be exempted. Net income of the absentee landlord or the 
money-lender, who has become a landowner- through the foreclosure of a mort¬ 
gage, must be assessed to income-tax. Income from jagirs (land revenue assign¬ 
ments) should also be assessed. 

During 1921-22 and 1922-23, I was posted in the Lyallpur district (Canal Colony). 
The prices of grains during that period had gone up enormously. Most of the 
big landlords of the district, who get grains of several thousands of rupees every 
six months, had kept stock with them at harvest time, and had sold it later on 
at a very higher profit. There is no reason why they should not pay proper 
contribution to the State expenses. 

Q. 1>0 .—It will be fair to reduce the limit in the case of income-tax to some¬ 
thing nearer to the subsistence level, say, Rs. 1,000, in case this sum of Rs. 1,000 
is altogether exempted as mentioned in reply to question No. 36. 

Q . ft .—The introduction of a centralised and more efficient system of income- 
tax control has led to a fair assessment. I may here quote from the Income-tax 
Report, Punjab, for 1923-24, “ owing to accounts being kept on a more systematic 
basis, it was possible to determine exact profit or loss in 2,466 cases as against 
only 1,365 in the year before’*. 

The assessment of income-tax during the last two or three years under the 
^present department has been fair to both the public and the State. In the 
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former income-tax reports it is stated that* the small man tends to be over¬ 
assessed and the big man to be under-assessed. Over 2,500 assessees, previously 
assessed, are no longer taxed. In two districts alone, Montgomery and Multan, 
nearly 800 were set free. The work of the new department has been done with 
less respect of persons than perhaps was possible under the old regime. In two 
years, the number of those who pay super-tax has risen from 77 to 103, and of 
those assessed on an income of Rs. 25,000 or more from 331 to 552 in this 
province. 

Q. Jf2 .—I do not think that any such scheme would be acceptable by the busi¬ 
ness community in this country, Indian nature being very conservative. Mr. 
Thornton had remarked in his report on agricultural indebtedness that the rural 
money-lender was keeping very irregular and incomplete accounts, and it 
would be very useful if he is asked to keep his accounts in a prescribed form. 
Under orders of the Commissioner I had made enquiries from money-lenders in 
the Ludhiana district and none appeared to be willing for the same. 

Q. Jf.3 .—The adoption of tfye methods mentioned in the question will lead 
to great agitation and dissatisfaction in -this country. No business man likes 
to give out the secrets of his business even to his neighbour. In spite of 
section 54 of the Income-tax Act, according to which all records are treated as 
confidential, representations are made to % the Commissioner of Income-tax 
frequently that the subordinate stall should be instructed to see that nothing 
goes out of an Income-tax Office. 

The Chamber of Commerce at Delhi had represented to the Commissioner 
very recently that the accounts of an assessee must be examined in a separate 
cubicle, where no one except the examiner and the assessee should be allowed 
to enter when the examination is going on. Income-tax records should not be 
made public records in India, as is the case in American States. 

Q. Ifl .—The present arrangement in regard to the assessment on the previous 
year’s income is satisfactory. The people are not so habituated in keeping regular 
accounts as to produce for inspection accounts for three years to find an average 
for assessment purposes. 

Qs . 170 and 171 .—The machinery of assessment consisting of local boards of 
officials and non-officials cannot be successful. It would lead to more evasion 
and defective distribution of tax. The richer, who generally have great in¬ 
fluence, will be lightly taxed as was the case a few years ago, before a separate 
department was established for the administration of the income-tax. The 
assessor should not be dependent for the retention of his office upon the favour 
of the people whom he assesses. 

The Provincial Civil Service is at present divided into two branches—(1) Judi¬ 
cial and (2) Executive. It should have a third branch—Revenue. Gazetted officers 
in charge of assessment and collection of land revenue, income-tax, etc., should 
belong to the revenue branch of Provincial Civil Service. When the separation 
of executive and judicial is complete, officers in charge of revenue work will be 
relieved of a lot of judicial work. They will have ample time to attend to. 
ot<her duties* In small districts the income-tax and excise 
O' revenue administration can be amalgamated without any decrease in efficiency, 
and on the other hand it will decrease the expenses of the administration. The 
expenses can in that case be divided between the Provincial and Central Govern¬ 
ment in proportion to the revenue received by each. 


Lala Dalip Singh gave oral evidence as follows 

The. President. Q .—You are the Income Tax Officer in Amritsar? 

A. —Yes. 

Q .—How long have you been in the depart oient ? 

A .—I joined the department in 1921. 

Q .—What were you before that? 

A .—Before that I was doing special work under the Department of Industries,, 
Punjab. 

Q .—You collected the family budgets of 189 persons? 

A. —Yes. 
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Q. —Did you form any opinion as to the proportion of the expenditure of 
these people that went in taxes? 

A .—I collected 189 budgets of representative classes. 7C divided the population 
into four classes, the labouring class, the middle class, the farmers, and persons 
having fixed incomes such as clerks and teachers. 

Q. —Did your analysis include an analysis of the amount spept in taxes in each 
case ? 

A. —No; I did not include that. 

Dr. Hyder. Q .—Is it one of the publications connected with the Board of 
Economic Enquiry or is it private? 

A .—I prepared it privately. 

The President. Q .—Can you give us a copy of your paper? 

A .—Yes, 1 can send it to you. 

Q. —Have you formed any views as to the different taxes which affect 
different classes of the population? 

A. —From that enquiry I did not come to these conclusions; because I was 
not interested in that. 1 was only interested in the economic condition of the 
people. I have made enquiries twice; once when I was a student of the M.A. 
class and then again when I was working under the Board of Economic Enquiry. 

Q .—Have you gone into the question of the proportion of an individual’s 
expenditure which goes in taxes? 

A. —No; I did not take that into account at all. 

Q.— You ascertained the income and separated the expenditure items; and 
you .allowed nothing for taxes?' 

A,—As I was not interested in that point I did not consider it. I prepared 
a form containing about 60 questions and I filled up that form in the case of 
every family. 

Q .—But none of those questions touched the question of taxation ? 

A .—I noted the amount which was spent in taxes; but I did not come tc 
any conclusion. 

Dr. Hyder. Q. —With regard to Q. 16, you are of opinion that the State should 
take a share of the increase? 

A. —Yes. I think that when there is an increase in the value of property 
the State is justified in taking a share of that increased value. That has been 
admitted in every progressive country. 

Q. —What share should the State take? 

A.—I did not think it out; but I think that the scheme can be worked out by 
the Committee after some deliberation and study of taxation in different 
countries like America and Germany. Now, take the case of irrigated land in 
Lyallpur and some other districts. There the value of the “land has enormously 
increased and that is due to the canal system. I do not see any reason why 
the State should not take a share of that increased value. 

Q. —What form should that share take—an annual charge, or a lump sum or a 
terminable annuity? 

A. —An annual charge. 

Q .—Would you add that on to the water rate and land revenue? 

A. —Yes; it can be added to the land revenue. 

Q .—Are you interested in the question of water rates? 

A. —I am not. 

Q .—You do hot think it difficult to differentiate other improvements 
from the increase in value due to the application of water? No complications 
would arise? 

A .—I do not think any complications would arise. 

Q .—I suppose the effect of a rise in prices can be separately distinguished?' 
A.—Yes. 
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Q. —Suppose the rate of interest falls; surely there will be an increase in the 
capital value of the land. You would take that into consideration? 

A. —Yes. 

The President . Q. —You propose an increase in the rates of income-tax. 
Have you compared the rates on higher incomes—the rate of income tax 'plus 
super-tax—with the total incomes? 

A .—I studied the figures which are given in the annexure. The percentage 
of income taken in taxation in India on an income of £1,000, as given in the 
annexure, is less than that in England, Austria and France. 

Q. —You say vou would apply the increased rates to all incomes above 
Rs. 10,000? 

A. —Yes. 

Q .—In Engl :id when an income reaches £100,000 the percentage is 52 and in 
India it is 39-0. Would you incracsc tins 39'9? Your Commissioner says that 
very high rates of income-tax are usually regarded as an expedient for raising 
revenue in times of grave national emergency. But would you have that in 
normal times? 

A .—In normal times, this is the maximum. But under the present system 
incomes above one lakh are charged at high rates; but incomes above Rs. 10,000 
and below Rs. 40,000 are not so heavily charged. 

Sir Percy Thompson . Q .—In answer to Q. 35, you say ‘ There must be some 
differentiation in favour of earned incomes or of sums shown to have been 
invested in productive purposes. How are you going to administer that? How 
is it possible to find out what amount has been invested in productive purposes? 

A .—Of course it is very difficult to draw a hard and fast line between the 
two, t.c., earned and unearned. But we can find out whether it is unearned. 

Q .—IIow are you going to make an allowance on sums shown to be invested in 
productive purposes? 

A .—£'ome exemptions might be allowed in the case of earned incomes and 
after that we can apply the rate of unearned incomes. 

Q .—Supposing my income is Rs. 10,000 and I invest Rs. 2,000 out of it in pro¬ 
ductive enterprises. The suggestion is that you are going to charge it at a 
different rate. How are you going to work that? 

A.—There can be a section in the Act to the effect that unearned incomes 
would be taxed at a higher rate and we can exclude from the total income 
sums invested in productive purposes. 

The President. Q. —I think our question rather misled you? There are two 
propositions. One is to differentiate in favour of earned incomes. Another 
proposition is, when a heavy tax is levied it is apt to make people save less; 
in order to counteract that, it is proposed that you should levy a lower rate of 
taxation so that money may go into production. That is a quite separate proposi¬ 
tion. 

Sir Percy Thompson . Q. —In answer to Q. 36, you say that an allowance of 
Rs. 1,000 should be .made in the case of people with an average family. We 
have just heard that the present system works fairly equitably. But most of 
the income-tax payers have to support a number of dependants. 

A .-—My point is that under the Act there is no system of nersonal allowance. 
If I get an income of Rs. 2,500 I have to pay income-tax on Rs. 2,500. But this 
is not the case in England. 

Q .—But in England there are some people who support families and some 
people who do not. If every income-tax paver has a family to support there is 
no point in making an allowance. It would be much better to raise the exemption 
limit when it is common to everybody. 

A. —But now everybody feels that he is paying income-tax on every pie of 
his income. There is no exemption at all. I think there should be some 
personal allowance according to the size of the family. In the case of a Hindu 
joint family we can make a somewhat higher allowance and there must be » 
personal allowance in the case of every assessee. 
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Q. —But surely you don’t need it when you have different rates. You get 
graduation either by exempting the first slice of income or by charging different 
rates according to the size of the total income._ You have chosen to adopt in 
India the second method. But having done that there is no reason why you 
should adopt the other method too. 

A .—But I think it is better that there should be some personal allowance 
made; because in that case everybody has the satisfaction that something has 
been allowed for his expenditure. 

Q. —With regard to Q. 37, you say “assessment of super-tax on Indian 
companies in the present form should be continued And you also say that 

the rate should be increased to 6 annas in the rupee—the rate which is charged 
on individuals and firms. Then if I happen to hold shares in a company, I will 
have to pay income-tax and super-tax and the company has to pay the super¬ 
tax at the rate of 6 annas. So that I pay two super-taxes and one income-tax. 
Is it fair? 

A .—But we can have a clause added to section 48 o£ the Act to the effect 
that in the case of a shareholder of a company refund should be allowed on the 
amount of dividends, calculated at the difference between the rate applicable to 
his income and the rate at which the company was assessed to super-tax. 

Q. —Assuming that I am a millionaire and I have some shares in a company 
and the company pays income-tax on the whole of its profits; that fails on me as 
a shareholder. Now you are going to put on a super-tax and that falls on me. 
After that I pay my own super-tax. Now, do you mean to substitute the super¬ 
tax on the company for the super-tax on the individual? 

A .—The individual can claim refund of the excass»paid as a shareholder m 
the company, 

I can give you one instance. Suppose I am a shareholder and the company 
is assessed to income-tax and super-tax under section 48 I can get refund on the 
Amount of dividend calculated at the difference between the rate applicable to 
my income and the rate at which the company was assessed to income-tax. 
We can apply the same provision for super-tax. If I have already paid more as 
a shareholder, I will get a refund here. This is my suggestion. At present 
there are many bogus companies formed. In one case two brothers who were 
carrying on business jointly and were being assessed as a firm formed a company 
and got it registered under the Indian Companies Act. The shareholders con¬ 
sisted of both of them and their two wives. 

The President. Q. —What Sir Percy Thompson says is this. At present the 
individual who ha.s shares in the company is subject to two super-taxes and an 
income-tax. That is the present practice. 

A .—He does not pay the super-tax at the same rate. 

Sir Percy Thompson. Q. —At present he has to pay income-tax, super-tax, and 
super tax on the profits of the company at one anna in the rupee. 

A.—Yes. 

Q. —What you propose to do is to raise the one anna to six annas. So that 
I might have to pay income-tax at the maximum rate, super-tax at the maximum 
rate and super-tax again at the maximum rate, t.e., at the company rate. 

A .—The shareholder can get refund of the excess paid under section 48 as 
suggested above. 

Q. —Do you mean that the rates of super-tax should vary with the company's 
profits ? 

A. —The company should pay super-tax in the same manner as individuals and 
firms do. 

Q. —Your shareholders consist of different people ranging from millionaires to 
almost paupers. Why should the super-tax be paid on the income of the indi¬ 
vidual ? Surely it is very illogical to have a varying rate of super-tax on the 
company. 

A .—But at present there is this evasion. I have given you one instance of“ 
two brothers and their wives carrying on business jointly, paving super-tax at 
the rate of one anna only. 
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Q. —Surely it is hard to charge super-tax on the total income of four partner® 
when the income of each is only one-fourth of it. 

A .—That is why I have suggested that we should allow refund for super-tax 
to a shareholder as in the case of income-tax under section 48. The shareholder 
v- jur adjustment and he can claim the refund of super-tax paid as a 
shareholder. 

Q •—Suppose they do not distribute the dividends? 

A. —They cannot claim any refund if they do not distribute the dividends. 

Q. —You are in favour of charging to income-tax incomes from agriculture? 

-4.—Yes. 

Q .—Do you think von can get any largo amount of revenue proportionate to 
the trouble of collection? 

A .—I have not calculated the exact figures; but I think we can. 

Q. —It is urged that there are 2,300 people out of 3>> million cultivators who 
would pay any tax on that basis in this province. Will it be worth while to 
collect it under these conditions. 

A .—I cannot say at this moment; but I think that the bigger landholders 
have become prosperous and there is no reason why they should not pay more 
for the growing expenses of the State. 

Q. —But it is a question of expediency. You could not single out the bigger 
landholders and even that may be very troublesome crd not worth while. 

A .—I havo already stated in my answer that the land revenue demand of 
the Punjab gives an average of Rs. 2-6-0 per head of the rural population or 
Its. 10-11-0 per family, while the income-tax demand for the province works 
out to' Rs. 3-3-0 per head of urban population or Rs. 14-8-0 per family. 

Q. —What is the deduction you draw from that? 

A .—That the landholder pays less revenue to the Government. 

The President. Q. —Why do you distribute the income-tax demand over the 
urban population only? Are there not income-tax payers in the villages? 

A. —There are veiy few as Compared with the urban population. I have 
taken the figures from the census report. 

Q. —You say that the great bulk of the income-tax payers live in towns ? 

A. —Yes; I do not remember the exact figures at this moment. Take the 
case of the jagirdar. lie does not pay income-tax to the State. 

Dr. Hyder . Q. —For services rendered to the State in the past he is getting 
a certain income. 

A .—But why should he not pay income-tax on that reward or income? 

The President. Q. —You treat the jagirdar's income as an agricultural 
income ? 

A. —It is treated so in the present Act. 

Q .—What is the section? 

A. —Section 2 of tho Act—definition of agricultural income. 

Dr. Hyder. Q. —Do you assess these jagirdars to income-tax now? 

A .—No; they are not assessed. I had issued notices to certain of them; 
but I- received- instructions that these incomes are not taxable. 

The President. Q. —Could you give me the ruling. 

A .—It is a note added to the instructions issued by t!ie Government of India. 
It is in the Income-Tax Manual, “Assignment of land revenue to a jagirdar 
is not assessable to income-tax in the hands of tho jagirdar." <?. 68 b. I. T. 
Manual). 

Dr. Paranj'pyc. (J.—Suppose a man gets money from the Government in tho 
form of ah allowance, do you charge it ? 

A. —Unless it comes under the exemption granted by the Government of 
India, it is taxable. 
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Dr. Hydtr. Q .—With' regard to this question, you say, that it is found 
that the rural money-lenders keep very irregular and incomplete accounts. 
Would you require the money-lenders carrying on business to keep their accounts 
in a regular form? 

A. —Yes, if it be possible. 

Q .—Supposing they are made to keep accounts by law? 

A.— -Yes, it would be very helpful to our department. I made enquiries in 
the Ludhiana district about this, but the people were not prepared for this. 

(2*—You say that no business man likes to give out the secrets of his business 
even to his neighbour. Do you think our people are so distrustful of each other? 

A. —Certainly. I remember some time ago the Chamber of Commerce at 
Delhi had made a representation to the Commissioner that the accounts of an 
assesses should be examined in a separate cubicle, where no one except the 
examiner and the assessee 'Should be allowed to enter. Again no business man 
likes that secrets of his trade may be known to other people, because it is 
against his interest. 

Q .—Does an assessee give you any information unless it is forced out from 
him ? 

A. —He knows that if he does not give it, he will be assessed to the best of 
the judgment of the assessing officer. So, there is no difficulty in getting 
information from him. 

Q. —Have you not got a system in the Punjab known as the Sialkot system, 
under which the vakils and other classes pay a certain lump sum? 

A .—As far as my experience goes, there is no such system. 

Q. —Do you know a book written by one Mr. Pagar? 

A. —No, At present I do not know if the system is in vogue. It may 
h^ve been in the old days. 

Dr. Paranjpye. Q. —Do you receive many anonymous petitions? 

A. —In many cases we receive them and we keep them carefully, and make use 
of them iu making enquiries. Sometimes I ask my Inspectors if there is any 
truth in them. I do not throw them away as is done by other officers. I found 
that in many cases they are useful. 

The President. Q .■—What is your experience of the system of keeping 
accounts in the Punjab; do they keep regular day-books and ledgers? Is it 
a uniform system? 

A. —Yes. 

Dr. Paranj'pye. Q .—Is there one set of books for the income-tax officer 
and another set for themselves? 

A.—I have no experience of this. I had no case of that sort. I had cases 
in which people had different set of bai-k katas for different sources of income, 
that is, one for general merchandise and another for money-lending business. 

Dr. IJyder. Q. —Regarding these accounts, are they kept in one language? 
Surely it is difficult for the income-tax people to find out the secrets of these 
traders ? 

A. —No, at present every income-tax officer is required to pass an examina¬ 
tion in Hindi. 

Q .—By Hindi do you mean, Lande or Nagri ? 

A. —I mean Lande. 

Q. —Since they have got to fi* r d out different secrets, your department must 
be surely an expert department in the, science of deciphering these languages? 

A .—Even Muhammadans and Sikhs and other people keep their books in 
Lande. There is not much difficulty in this. I have discussed all the characters 
and the system of accounts in vogue, in the Punjab in my book. 
Lande characters used in the Punjab are not uniform; we have got the Multani 
type, Mahajani type and so on. The latter is common in districts like Ambala 
.and Delhi. 

Q. —What is the system of accounting among these people? 
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A. —It is not very difficult, but there are some differences. The system^ 
of accounts is the same, they have got one rokar , one khata, etc. The system- 
is the same though there might be some slight differences in characters used. 

The President . Q. —Are your officers fully worked? 

A. —I think they are fully worked, but generally from February to Marchs 
there is not much work for the officers except collection work. 

Q. —How do you deal with the outlying asscssees? 

A. —Generally an attempt is made to go to the headquarters of the tahsil 
and in some cases we go into the big villages where* the assessees of the neigh¬ 
bouring villages also are called, and we examine their books there. 

Q .— In towns you discover the new assessees by house to house inspection? 

A. —Yes, we have got Inspectors hnd we have got regular registers in which 
entries are made when the survey is done, and when there is any new case- 
detected by the Inspector, he sends his report to the Income-tax Officer. 

Q. —How do you do with regard to the people outside the towns? 

A. —The Inspector goes to the villages and finds out if there is anyone having 
taxable income, but paying no tax. 

Q. —Have you got enough staff? 

A. —Yes, we have enough at present. 

Q .—Do the ordinary revenue authorities help you at all ? 

A. —Sometimes they give some information about the assessees, otherwise 
they have not got much to do with us. 

Q. —Is there no standing order about this? 

A. —As far as I know there is none. Generally the Tahsildar is able to 
help us, as he more often visits the villages in his jurisdiction, and thus he 
is in better touch with the people than the Income-tax Officer. Therefore his 
help is always very useful. 

Dr, Hyder. Q. —The lowest grade officer in your department is the Inspector ? 

A. —Yes. There are Assistant Income-tax Officers as well. 

Q .—How many officers do you have in each district? 

A. —Take the case of Amritsar, it is divided into two circles, eastern and: 
western, the whole town of Amritsar and the tahsils have been divided into 
two circles, and there are two Income-tax Officers, one in charge of each circle. 
There is one Assistant Income-tax Officer and one Inspector in each circle. 

Q, —Is that so in every district of the Punjab ? 

A: —No, that is not the case in every district. In other districts there will 
be only one Income-tax Officer. 

The President. Q. —Can you tell me the average number of assessees in 
each district? 

4.—800 to each assessing officer. He is designated as Income-tax Officer. 
He is an officer of my standing. 

Q .—The assistants do not assess? 

A, —They assess incomes up to a certain limit, say, Rs. 5,000 or Rs. 10,000. 
They work under the Income-tax Officer. 

Q. —How many Inspectors are there now? 

A ,—At present I have got 2 Inspectors and one Assistant Income-tax Officer.. 

Q. —You deal with 800 cases? 

A.—-No, at present I have got 1,200 cases. 

Q. —You and the other three altogether deal with 1,200 cases? 

A. —Yes. 

Q. —That is only with regard to Amritsar? 

A , —Yes. 

Q .—In other districts they have got one Income tax Officer and on** 
Inspector ? 

J .—Yes, Sir. 



Saiyid MUHAMMAD HUSSAIN, M.Ii.C., Shergarh, 
Montgomery, was next examined. 


Written memorandum of Sajyid Muhammad Hussain. 

Q. 10 .—Sales of land take place usually when some new canal project 
materialises, and all Crown waste lands then sold are debited to the capital 
loan account to extinguish the debt, quite apart from the land revenue. Trees- 
in our province are the property of the District Board or Forest Department, 
or of private owners. Revenue from penalties is negligible. It only accrues 
from newly colonised parts by enforcing the rules. 

Q. If.—No. 

Q. 12 .—Forest revenue realised from the grazing fee falls within the scope 
of tax, that from the sale of wood, if derived from the locality where the forest 
is situated, is a tax, otherwise not. 

Q. 13 .—In all cases of the Government commercial or semi-commercial 
undertaking, endeavour should be made to secure the return on the capital 
outlay including the working expenses, plus something more in the form of a 
sinkinfg fund to extinguish the debt, so that the ‘burden of removing the debt 
be shared by the future generation as well. Commercial return or monopoly 
profit should be deprecated. In all cases where the utility is by the masses 
mostly poor the element of tax appear. 

Q. Ilf .—There is an element of taxation in railways, tramways, etc., to the 
extent it is borne by the poor. Circumstances have so changed in India that 
to earn the very livelihood one has to travel very extensively and the expenses 
incurred by the masses in that way have the incidence of tax. 

Q. 15 .—The charge for the water supplied in the Punjab is adequate. The 
net income derived from canals including the non-perennial channels is about 
14 per cent on the capital outlay. These canals were started by raising loans for 
two purposes : (i) to check famines and poverty on account of the scarcity of 
rains, secondly to ensure the land revenue, which had to be suspended anJ 
remitted every now and then. The result has been that besides the improvement 
of the economic condition of the people land revenue has doubled, trebled, 
and* in many places quadrupled, and the increase continues after every 
ten or twenty years. It was originally meant to be a bare return on the capital 
outlay or even less. It is now in the Punjab a tax levied on commercial basis 
and the recent unconstitutional enhancement has been strongly objected to and 
keenly felt by the agricultural population. Land revenue increases by leaps and 
bounds in all irrigated tracts. Between 25 and 50 per cent of ^he net assets is 
charged to zamindars after every ten or twenty years. In irrigated tracts it is 
after ten years. Having realised in land tax more than 35 per cent of the net 
income of a zamindar, there is no justification for the Government to charge 
more than bare cost of supplying the water including interest charges and sinking 
fund. 

I strongly advocate the charge by volume; having utilised it in that 
form, I am convinced that this system of supply will be conducive of great 
benefits to the Government and the public alike. It must be extended to reach 
the masses and petty owners. Unfortunately, it is discouraged by the canal 
department. 

Q. 16 .—When any waste land is brought under cultivation its land revenue 
increases after the expiry of the settlement and the Government realises their 
proper share from the land tax, the highest in the world. There is no justi¬ 
fication to charge betterment tax over and above the land revenue. Besides, 
the number of big landlords in the Punjab is small, the system of primogeniture- 
does not exist. Any imposition in the shape of betterment tax will press the 
public hard. 


Saiyid Muhammad Hussain gave oral evidence as follows 

The President. You are a member of the Punjab Legislative Council T 
A. —Yes, Sir. 

Q. —You took a prominent part in the debate on water rates in the Council T 

. K 
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A. —Yes, Sir. I first ^ave notice to move in tjie Council a resolution but 

there was a likelihood of a compromise, I did not move it. I had a long 
■oiscussion on this subject with His Excellency the Governor and the result was 
that he remitted 25 per cent, of the whole enhancement. This was not satis¬ 
factory to all of us, and therefore another resolution was jpoved by Sardar 
Gurbaksh Singh. I moved an amendment, which was unacceptable to Govern¬ 
ment, so the original resolution was carried unanimously, that the enhancement 
was too high, was uncalled for and unneeded. 

Q >—You say that the forest revenue realised from the grazing fee falls within 
the definition of a tax? 

A. —The fact is that so far as I know in the Punjab there are certain lands 
m the vicinity of the villages which used to be formerly village lands, but 
somehow or other they became Government reserve lands and even the villagers 
are being charged, as distinct from the people who have not got lands in 
the vicinity. 

Q. —I do not quite understand why you distinguish the people living in 
-close proximity? 

A .—Because the people living in dose vicinity to these grazing lands cannot 
take away their cattle anywhere else. 

Q. —If the cattle came from a distance to the forest reserve, then you do 
not regard it as a tax? 

A.— What I say is that with the people living in close vicinity, it is heavier. 
And whatever fee the Government may propose, they will have to pay it. 

Q. —How can they feed them in any other place without paying for it? 

-4 .“They can go and ask the big zamindar to let their cattle graze in 
the private forests. Where there are private grazing areas and Government 
reserve forests, they will choose between the two, whichever they like. 

Q. —There is no tax where there is a private forest, is that so? 

A. —Sometimes the private owners charge and sometimes they do not. I have 
got my own private grazing areas,, sometimes I do charge but sometimes I 
do not charge. 

Q. —Is the fee you charge higher or lower than the Government fee? What 
is the Government fee now ? 

A. —The fees charged by the private owners are always lower. It is different 
at different places, but it is not exorbitant. 

Q. —Supposing a man wants to grow fodder crops ? 

A. —There is no comparison with that, because it depends upon the rain and 
the number of cattle that are grazing. If you let loose a number of cattle 
in the Government forests, they consume it all in a few days, while in our 
own lands it is our property. I have no experience of those forests which are 
situated ;n the hill tracts, but I am only talking about the forest reserves 
in the plains. 

Q .—What do they charge in the Government forests, it is only a few annas, 
is it not ? 

A. —No, Sir. It is a few rupees. It varies according to the animals, lowest 
on the goat and heaviest on the buffalo. I think the goats are prohibited 
during some season also. I am talking only about Government reserves. Before 
the introduction of the canals the whole revenue of a district was from what 
is called firani. The lambardar used to collect it. Now the Government sells 
it by auction. Anybody might take the contract and then he could charge 
according to the prescribed rates. 

Q. —Is there no limitation as to the number of cattle? 

A. —There is no such limitation. Before the introduction cf the canal in 
Montgomery, there used to be only a few hundreds of cattle grazing in thousands 
of acres, but when the lands became irrigated only a few thousand acres were 
left for grazing and cattle from all parts come there, and the grass was 
exhausted in a few days. 

—Government does not object? 

A. —It was beneficial to the people who took the contract. There was no limata- 
t ; on whatsoever that beyond a certain limit no cattle should graze. Moreover 
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he would charge for all the cattle which were within the radius of a few miles, 
which the Government prescribes. In that case it was a tax; even though 
there was no grass, the tax was there. Even if a man kept the cattle in his own 
land, still he was charged. The contractors charged because they had taken 
the contract. In my own district sometimes there was rain and sometimes not, 
but the contractors were entitled to charge for all the cattle that were in 
close proximity. 

Q. —Under what Act he was charged ? 

A. —Under the Tirani Act. The main source of income was through the 
iirani. Gradually as the lands came under irrigation, this began to fall. 

Q. —Is tirani a grazing fee? 

A. —Yes. Nearly the whole district was a jungle sircar, those situated round 
the Government waste were liable tc tirani fee even if they possessed their 
own lands. 

Dr. Hyder. Q .—Was it not a fact that tirani was a combined charge, grazing 
fee plus fee for taking out fuel from Government forests ? 

A. —If we require fuel then we will have to pay a fee which is 
fixed at He. 04-0 per load or He. 0-8-0 or something like that. Whenever we 
required fuel we had to take a permit from the tahsil by paying a prescribed fee, 
even for the gobar of the cow. 

The President. Q. —Could you buy it from anybody else without paying 
for it? 

A. —It was thought valueless, even for that people have to pay. 

Q. —Could you get your load of fuel from any private person for a cheaper 
price ? 

A .—There is no question of being or not being cheap, whenever we required it 
we had to take a permit, and then give cooly hire, etc. 

Q .—Was it a price for the article which was bought from the department 
or a tax ? 

A .—I would consider it a tax. If there were zamindars, they did not charge. 
I remember Government also did not charge for a little quantity at the time 
when the whole district was a jungle. The proprietor of the areas would never 
charge from the tenant or from anybody else, but the Government were charging 
rt. When Government charges and the other proprietors do not charge, there 
is the differentiation. 

().—In the old days it did not matter, but now tfhen there is a very large 
population, you have got to have some restriction? 

A. —There is no question now. I am talking of the old days when landed 
proprietors did not charge, but still Government did charge. 

Q .—In the present day, if Government did not charge, the whole thing would 
be swept away? 

A. —Now Government cannot levy anything. As soon as the lands were 
brought under irrigation, it has automatically ceased. All those shrubs are 
at the disposal of the owners, and the lands have been let out. 

Dr. Hyder. Q. —You say in answer to question 13, that in all cases of Gov¬ 
ernment commercial or semi-commercial undertakings, endeavour should be made 
lo secure a return on the capital outlay including the working expenses plus 
something more in the form of a sinking fund, etc. I want to ask you whether 
you would like the Government to secure a bare return on the capital outlay 
or a commercial return or a monopoly profit. In which case will the element 
of tax appear? 

A. —I have already said that in all cases where the utility is for the masses 
who are mostly poor, the element of tax appears. 

Q.— How? 

A. —I would like to tell you, but the only thing I am acquainted with is 
ihe big canal projects of our country. Capital spent upon them is a loan, Gov¬ 
ernment raises a big loan and all the increment that accrues from the sale 
proceeds or from the water is credited to the loan account. Over and above 
that, Government gets a very heavy,’ at least decent, income from the land 
revenue. What I think the Government should charge is the interest which 

K 2 
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the Government has to -pay on their-capital plus working expenses and something: 
in the form of a'sinking fund so that in due course the burden of debt may be 
extinguished. Beyond that it is very hard. In our province the percentage 
is very high. 

Q —Suppose a company subscribed capital and introduced a canal into your 
district, don’t you think it would be a just and equitable charge if the pro¬ 
prietors of the lands and the company divided in some proportion the extra 
profit which is due to. the application of water to the lands which produced 
nothing whatsoever previously? 

A. —The extra produce is already shared by the Government. There are 
jungle lands in my own district and province. As soon as the lands were irrigat¬ 
ed, the land revenue varying from Rs. 2 to Rs. 8 per acre according to the develop¬ 
ment of the canal was coming to the Government. The same is the case in 
Lyallpur. Government is charging something between Ra. 6 and Rs. 8. 

Dr. Poranjpi/e. Q .—May point out that Government did not get any 
income where the owners of the lands also did not get income? 

A. —No, Sir. 80 per cent, of the holdings or even more than that was Gov¬ 
ernment waste. Government either auctioned it or gave it to peasant proprietors 
and they got land revenue there. 

Q. —Formerly these people were not making any profit, as there was no 
water ? 

A. —Ceitainly they made, because there were wells. In some places they 
derived a good deal of profit. 

Q .—Suppose a man used to get only Rs. 10 per acre due to the application 
of wells, but now he gets Rs. 50 due to the canal water, do you think that 
this extra 40 rupees should be pocketed by this man ? 

A. —It .is not pocketed by this man. 

Q .—What I say is, assuming that some people had wells and so on, the man 
got R?. 10 as income from his land, but now after the canals were built, the 
man began to get Rs. 50, do you think this Rs. 40 that is produced without 
any exertion of that man should be left free. Don’t you think that Govern¬ 
ment is entitled to get "a reasonable share out of this ? 

A. —Government does take something out of this. 

Q. —I should say that Government is entitled to take the whole lot. I am 
assuming 40 rupees net profit after allowing a margin for labour, supervision,, 
etc., and for other out-of-pocket expenses? 

A. —I don’t think so. There are clear facts. Take the case of half a 

square holder. There are not many big landed proprietors here. The petty 

landed proprietor who tills his own lands, take his case. More than 80 per cent 
of the holdings are less than half a square. In such cases he has to put in 
ls,bour, he is working on it with his wife and children. He has got ‘3 or 4 

bullocks- and .they die very often, in that case he has to purchase new ones. 

He has to work day and night. After working like this, the result is, that 
he has to pay out of his income the water rate and the other extortions. 
Whatever is left, after paying the water rate, out of that the Government 
takes its share in the form of land revenue which the Government can take 
up to half net assets. This is the same in the case of the smallest holder, also 

with the big land-owner. Thus nothing is left for him even for bare existence. 

Any cooly who works half as much time gets more. On the other hand if you 
see the income of a poor cultivator, it is nothing when compared with a cooly. 
The Government does not make any difference between the small holder and the 
big holder. 

Q .—Would not this land fetch the same income if it was rented by open 
competition? 

4.—It might be. But what will the poor cultivator do? There is no other 
industry in the province to which he can resort. Agriculture is the main-stay 
of the whole province. What will he do ? He is bound to work there to get 
his bare subsistence out of that. 

Q .— Suppose he takes service in the Army and he lets out that land and 

makes a profit of Rs. 50 when formerly he could have made only Rs. 10? 
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A. —I tell you, Sir, that there are few people from these parts who go to take 
up service in the Army. They belong to certain specific places like Rawalpindi, 
-etc., where irrigation is not introduced. Even if people in these parts have any 
lands, they very seldom get anything out of their lands. People who go to the 
Military service pay their land revenue out of their earnings from the service. 
But in the irrigated areas, people devote their time entirely to agriculture, that is 
the only industry and mainstay for their living. There is no industry, as in 
England, on which people can depend for their living. Agriculture is the only 
thing. Moreover poverty is considerable. 

Q. —Don’t you think that if the man does not cultivate, even then it would 
fetch him some rent? 

A.—Yes, only for those who have plenty of lands. 

Q. —Supposing there is a piece of land, has it not got a rental value? 

A. —In the case of those who have some profession, it has got an economic 
value, but it has no value for the man who has to depend upon this profession 
alone, because he cannot go away leaving his land. If I have an acre or half 
an acre, I have to pay whatever you ask from me, because I cannot live without 
it. You are taking into consideration the jungles which- have. been converted 
into cultivable lands, but the idea came fo the Government after sd much 
pressure was brought upon them that canals should be introduced. Rainfall 
was very meagre, and the result was the Government had to suspend their 
land-revenue almost every year. In order to avoid that and avoid the frequent 
famines, Government introduced inundation and perennial canals. Now we have 
got canals and the result is that all the land revenue is coming in without any 
remission except in exceptional circumstances. 

Q .—On what principle should the water-rates be based? 

A. —I have already said that it should be to cover the interest charges, 
working expenses and a sinking fund to extinguish the debt. They are so 
much intermingled. 

Dr. Hyder. Q. —I put it to you, that if there was a private company 
they would surely recover more? 

A .—If there was a private company we would not give any land revenue 
at all. 

Q. —You give land revenue because the State is the part owner ? 

A. —No. I do not believe in that theory. Land-revenue is a tax pure and 
simple and it is the heaviest tax, because it takes half net assets from the 
income of the man and in many cases more than that. 

Q. —More than half the net assets? 

A .—They proceed upon the assumption that if the man were to let his land, 
he will be able to realise so much income. Actually here there are very few 
holders who realise rents. 

Q .—How much do you think a man whose land is worth Rs. 15,000 has 
to pay in the shape of land revenue to Government? 

A. —There is no fixed value of lands here. It varies in different localities 
and in different places. 

Q. —I dare say there are some squares which are worth Rs. 30,000 or so. 

A .—Tlio highest prices that come in are on account of the bid. I want 
to say that the amount realised is due to their selling by auction, because 
those people who are debarred by the Land Alienation Act also come in and bid. 

Q .—Suppose a man has saved Rs. 15,000 from his Army pay and buys a 
piece of land, how much land-revenue he has to pay to the Government ? 

A. —It depends upon the sort of land that he would buy. 

The President. Q .—Would land sell at Rs. 500 an acre ? 

A. —I cannot give you an off-hand answer. 

Q. —You were talking about these auction sales, can you tell us what prices 
they fetch ' 

A -—They vary from Rs. 100 to Rs. 500 an acre but there is no general principle 
fn this. Some men wanted to buy some particular land or they had a mania 
for a particular plot and were prepared to pay anything for those lands. 
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Q .—What is the land-revenue charged per acre, irrigated ? 

A. —Usually they charge Rs. 2 per acre at the beginning. After five years, 
they increase to another Rs. 2 and so on till it has now gone to Rs. 8 in some: 
villages in Lyallpur. 

y .—The auction is for undeveloped land, is it not? Suppose a man 
bought 30 acres for Rs. 15,000. He pays only Rs. 60 as revenue but the 
price is Rs. 500 per acre, is it not? 

A .—I do not think so. 

Q .—Suppose a man bought lands for Rs. 15,000 and paid Rs. 60 as land! 
revenue, your statement that the land revenue pa^l in the Punjab is high 
will not stand. I will just read the figures obtainable in other countries. 
Taking the system of tax in Australia, if a fnan has landed property in 
Victoria, combined tax for the State as well as Commonwealth is 120, in New 
South Wales it is 144, in South Australia it is 110. in Western Australia it 

is 150 roughly, in Queensland combined tax is 187. Do you still think the 

tax is very high in the' Punjab? 

A. —I shall give the actual figures so far as I know. I got 160 irrigated 
acres of land for Rs. 19,000. The land revenue that is realised on that wilL 

be Rs. 2 8-0 per acre, pure land revenue, now the settlement is going on, 

it might become more. But even under the present calculation of Rs. 2-8-0, pure 
land revenue comes to al>out Rs. 350. You will have to add the local rate of 
12 pies per rupee, say about Rs. 29, add to it water rates which are uniform 
throughout the canal area. The water rate might be Rs. 5. What does it come 
to ? Even here I am talking only about irrigated proprietory lands. This comes 
to roughly Rs. 1,000. This is what we surrender to Government at this stage. 

Dr. Hydtr . Q .—How much will you make out of it? 

A. —I can lease it only for about Rs. 800 or so. It is a net profit to me. 
He will have to pay Rs. 1,000 to Government and Rs. 800 to me. Thus you 
will see Government takes more than myself. 

Q. —How many squares ? 

A .—It is 160 acres, about six squares. 

Q .—Is it not really good ? 

A. —Well, Sir, I am talking of Gujranwala district. 

Q .—I am talking of Montgomery district, where I am told they are able 
to get Rs. 1,000 per square. 

A .—A thousand rupees is a very rare rent. It is the maximum income 
which very few people get who have excellent lands and where water is very 
good. You can count such people on your fingers. I have not seen any¬ 
where else people realising a thousand rupees. These places, where a thousand 
rupees is realised, are excellent : they are situated in close proximity to the 
markets with all the facilities of irrigation, and very few fortunate people* 
can get lands like that. Even in the Montgomery district, there are two 
kinds of lands, one is very good and other which is very inferior. You have 
to take into consideration all these things. There are very few squares which 
bring Rs. 1,000. 

Q .—People tell me that many of their lands bring Rs. 1,000 even though 
they spend a very idle life. 

A. —I know people in a village called Cbak 2 ^°' ' --who get this income. But 
there are other military grantees who do not get even their rental of 300 rupees 
per square in other places. 

The President. Q.—ls this land not fully developed? 

A .—It has been fully developed; rather it is now reaching the stage of 
deterioration which is the necessary concomitant of waterlogging. Everywhere 
waterlogging keeps pace with irrigation, 

Q .—Has it not been leased before? 

A .—It has not been leased in terms of money value. They used to get 
a third part of the produce. Last year I got less than Rs. 900. I spent m 
large amount of money on litigation also which went on for three years. It 
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was land situated close to my land and there was the right of pre-emption. 1 
only tell you that you should not make any hard and fast rule. 1 know some 
are getting a thousand rupees a square. But you have to take into account the 
thousands of military grantees who are not getting even Rs. 200 or 300 As a 
result of the protests of these people the Government had deputed an officer 
to find out their grievances and to mitigate them. 

Dr. Hyder. Q .—Are not lands in your district changing hands at from 
Hs. 10,000' to 30,000? 

A.—In the same district I can give you cases where they went at Rs. 50 
an acre. Even now the Government is going to sell by tender some of tho 
inferior lands and it cannot realise more than Rs. 50 per acre. 

Q. —In the Sutlej valley scheme the provision made is Rs. 400 per acre? 

A. —Rs. 400 in the irrigated tract and Rs. 100 in other tracts. I own land 
in the Sutlej valley. 

Q .—Are not the people investing their money in land? 

A. —The real fact is that the people are putting more money into land 
because there is no other industry in the province. 

Dr. Paranj'pye. Q. —Why do you put more money in the land ? 

A —Because we know only agriculture and nothing else. 

Q. —There are Government securities. 

A .—Our religion prohibits us from charging interest. Muhammadans do not 
charge interest. Therefore, the only way is to invest in land. In the first 
place they have no money to invest and if at all they have it, this is tha 
only industry where they can invest. For my part I do not know where to invest 
my money if I have any. 

The President. Q .—You are prohibited by religion from buying Govern¬ 
ment securities ? 

A. —We won’t charge interest. 

Q.— But you can invest money in commercial concerns. 

A. —There are very few Muhammadans who have got any money. As a 
class they are very poor. They have no spare money to invest either in land or 
in Government securities. Many of them go out and join the military or soma 
other appointment. 

Q .—What about the Attock Oil Company? 

A. —I do not know anything about it. I am not much interested in it. 

Dr. Hyder. Q .—As a Muhammadan, are you prohibited from investing your 
money in the shares of the Attock Oil Company? 

A. —No, but why should I invest money in a place which I do not know 
myself? I know about it only this. It is a purely commercial concern selling 
petrol here at a rate higher than that at which it is sold in England and we. 
are making roads, etc., for those people. That is all I know of. 

Q .—If the agriculturists are so poor, how is it that they afford to go about 
in motor cars. 

A. —You are thinking of a few Tudanas or some money-lenders who can be 
counted on the fingers’ ends, who own 10 or 12 thousand acres of land. They 
can no doubt afford to run in motor cars. But the majority of the population 
of my province—more than 80 per cent, of the people—have holdings of less- 
than half an acre. The only income they get is by having a pair of bullocks 
and by doing some cooly work. A military grantee may have one square but 
the whole family has to depend on that one square. The only industry I know 
of is having a pair of bullocks and plying a gadda or cart. I do not see how 
under these circumstances they can have any large amount of money. 

Q .—In Q. 15 we have given five alternatives for charging water rates. Which 
of them do you adopt? 

’A .—Whatever the charges may be, they must be sufficient, as I have already 
stated, to meet the interest charges and the working expenses plus the sinking 
fund and not more than that; because there is already a very heavy lam* 
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of those lands. But for the irrigation, the big land revenue would .never have 
accrued to the Government at all. 

Q .—But for the introduction of the canal water, the people would have got 
nothing out of the land ; so that don’t you think that the Government is entitled 
to a share of the increased prosperity? 

A. —Do not say ‘nothing*. They used to get something; but they used to 
die of famine. People were dying in thousands in those days whenever the 
rain failed. The introduction of the canals has saved the life of the people, 
given them some industry to work and it has also given revenue to the Gov¬ 
ernment. If you take into consideration all the canals in the Punjab—pro¬ 
ductive and unproductive—they are paying 14 per cent, upon the capital outlay 
after deducting the expenditure. And if you separate the productive from the 
unproductive, the canals that have been recently introduced, for instance, the 
Lower Bari Doab Canal of my district, pay more than 40 per cent, on the capital 
outlay. Could you expect anything more than that? And with all this they 
have enhanced the land revenue. 

The President. Q .—Would you have a much lower return on the Lower Bari 
Doab Canal because it is productive and higher in the other cases? 

A. —I say that they are bringing in so much revenue. The rate of interest 
is now much higher and the new canals may be paying a little less. But some 
of the canals are paying not less than 40 per cent. We are paying such 
high rates here whereas in the Bombay Presidency they are not paying more 
«han 2 per cent. There is a book, ‘Agricultural progress in Western India’, 
written by the Director of Agriculture of the Bombay Presidency, where he 
says that the Bpmbay Government should not expect anything more than 2 
per cent, upon the capital outlay. 

Q .—Do you know what the water rates are there? 

A. —I do not know. 

Q .—What would you say about a water rate at Bs. 40 per acre? 

A. —It is very high. 

Q .—That is the rate in Bombay. 

A. —I do not know that. 

Q .—May we just clear up what your views are about the water rates ? You 
say that each canal should pay interest on the capital cost plus maintenance 
plus sinking fund and no more ? 

A .—I would not differentiate it among the different canals. I would have the 
whole thing worked out as one and then distribute the rates equitably on the 
different canals according to the conditions of the province. The oldest canals 
nave paid off all the money invested and unless you take all the canals as 
a whole you cannot charge anything on the old canals. 

Dr. Ryder. Q.—'Would you apply that principle to a man who built a 
house and who has recovered the capital cost? Do you think that he should 
let the house free of rent? 

A. —No, that is quite different. 

The President. Q .—Poes it mean that there should be a continual decline 
in the water rates ? 

A. —No. 

Q .—As fast as you pay to the sinking fund, your interest declines. 

A .—There is the land revenue which the Government is taking. I am talking 
of the ahiana. It ought to have to come down to that extent. Instead of 
that it is increasing every day. 

Q. —You would continually reduce it ? 

A. —I would reduce or increase it according to circumstances. If in certain 
parts of the land, there is waterlogging and nothing can be got there, the 
Government must decrease the rates there. 

Q .—That is another principle altogether. 
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A. —In determining the abiana you have to take into consideration all these 
circumstances together. But taking only one factor into consideration the Gov¬ 
ernment should not take more than 14 per cent, and also increase the landf 
revenue. 

Q. —You would not limit yourself to the interest on capital cost, plus main¬ 
tenance 'plus sinking fund? You take other factors also into consideration? 

A. —Yes. But those are the main factors. Another thing is this : 
previously abiana was upon the cropped area; but now it is on the whole 
area sown. 

Q.— But is not the present arrangement really a feature of the better deve¬ 
loped system where the supply is guaranteed? 

A.—No. The reason why the old system was abolished is that there was 
a great complaint that the subordinate staff of the Canal Department were 
charging a good deal on kharaba , favouring only those who paid them, with 
the result that the abiana is now on the sown area and not on the harvested 
area. Another thing is, water logging is increasing side by side with irri¬ 
gation. You will find that there are a good many lands in which the yield 
is decreasing. Efflorescence comes on the surface or some other thing happens 
and the crop is injured. A third thing is, the canal department is extending 
irrigation and giving much less water than before. So really the zamindar 
gambles upon the rain water. If it rains he gets good crops; if it does nob 
rain, most of the crop is destroyed. I do not see why the Government should 
not introduce the volumetric system throughout the province. If that had 
been done, a considerable saving would have been effected to the Government 
as well as to the public and a lot of inconvenience to the public would have 
been avoided. Unfortunately this system has been extended only to the big 
landholders. I strongly urge that the benefits of this volumetric system should 
be extended to all the petty proprietors. 

Q. —You would extend it to each individual holding? 

A. —Yes. It is not difficult. The system can be extended to every body. 
Of course there was some trouble in the beginning but there is no trouble now. 

Q. —Would that not be putting the zamindars into the hands of the patwari 
much more than before? 

A, —No. The rate will be charged according to the quantity of water 
given. 

Q. —But who is going to distribute the water? It will be the ordinary revenue 
patwari. Would he not make money out of it ? 

A. —If he is dishonest, he will make money; but at least half of the trouble 
will be over. Now there are two persons who make money—the canal patwari 
and the revenue patwari. So if both of them are ampjgamated into one, 
half of the trouble will be over. 

Q. —Will not the one patwari now take double the amount? 

A. —No; he will not. Unfortunately the canal department does not want 
to extend the system of distributing the water by the panchayats. In fact 
in the Pnnjjjb Act a provision is made that they are empowered to distribute 
the water themselves. There are only a few of them now and it would be 
better to extend them throughout the province. 

Q .—Would not many murders result ? 

A. —Already there are murders and they will not increase; rather I think 
they will decrease. If the revenue department and the Government really 
wish to help the public, if they are on the spot to * distribute the water, to 
listen to the complaints and take summary action, I think the murders will 
surely decrease. The water is now distributed among the people in some manner. 
There are quarrels; there are strifes. But all these will disappear if the Gov¬ 
ernment really wishes to make the system a success and appoint certain officers 
whose duty it will be to go to the spot and settle disputes then and there 
and most of these murders will decrease and a large amount which the Gov¬ 
ernment spend on the prosecutions will be saved. 
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Written memoranda of witnesses not examined orally. 


Written memorandum of Mr. R. L, Bhalla, M.A., Income-tax Officer, Montgomery. 

Q. S3 and the following .—The rates of tax should not be increased, but the 
scheme of graduation should be changed on the English system—allowance being 
made for personal expenditure and expenses on account of dependents. The scheme 
should, however, be kept as simple as possible, because on account of a general 
lack of education it is very difficult to explain to an ordinary tax payer as to how 
is he being taxed even under the ordinary law. Indian capital is very shy, and 
the capitalist is just beginning to invest money in productive enterprises. A 
differentiation in favour of earned incomes is likely to result in a withdrawal o£ 
capital which is highly undesirable. It is true that some proceedings of an in¬ 
quisitorial nature shall be necessary for making an allowance for the number of 
persons supported out of a particular income, but the relief that will be obtained 
by the adaption of such a scheme will outweigh all the troubles due to such 
enquiries. The pinch of taxation felt by a man supporting a large number of 
dependents is great indeed, and there is hardly a tax-payer who does not complain 
of the injustice of the present method. The number of bachelor tax payers is very 
small—practically speaking negligible—in India, where marriage depends not on 
the earning capacity, but the social customs of the people inhabiting the country. 
According to the social customs in vogue a large number of people are married long, 
before they can earn anything. By the time that a young man begins to make an 
independent living of some kind, he is already a husband, and in a majority of cases- 
a father. In addition to his wife and children he is often compelled to support 
his sisters, brothers, mother and father, and sometimes other relatives. Under 
such circumstances the income “ner head” of the family is low indeed, and the 
burden of a direct tax is felt keenly. A man with an income of Rs. 5,000 and 
supporting ten dependents, can, under no circumstances, be said to possess the same 
capacity to pay tax as a man with the sajjie income who had only to look after him¬ 
self and say four dependents. Justice demands, therefore, that a graduation 
scheme of the English or French type, modified according to the circumstance* 
peculiar to India, should be adopted. 

Direct taxation in every form is unpopular. But if every one is to bear the 
burden according to his capacity, resort must be had to it. Indirect taxation 
cannot lead to an equity in taxation, especially in cases where revenue is the 
sole aim of imposing a tax. From the revenue point of view the best commodity 
to tax is a necessary for which the demand is inelastic. But the consumption of" 
a necessary is about the same among the rich and the poor, and hence everyone 
will be paying about the same sum. Such a tax will not be in proportion to the* 
income of the tax-payer. The incidence of tax in such a case will be heavier on 
the poor. Direct taxation must come in to fill up the gap, but this also should 
be equitable. 

Considering the fact Chat well-nigh every assessee is a married person support¬ 
ing a number of dependents, the adoption of a scheme of income-tax which is- 
levied after making an allowance for the dependents would lead to a fall in 
revenue. In order to make up the deficiency, the following taxes could be 
levied 


(a) A tax on tobacco . 

Of all the taxes that on tobacco is quite suitable. We cannot call it a neces¬ 
sary now can it be called a luxury per se. It is to many what the economists 
call a conventional necessary—something which is not a necessity but the con- 
fumption of which turns into a necessity on account of the habits and sentiments 
of those who use it. It is suitable for taxation because a diminution, or the 
discontinuance of its use, will not deprive the consumer of a necessary of life 
or efficiency, and if the consumer desires, he can get rid of the tax by giving up 
its consumption. Since the habit of smoking is widespread, and to a certain* 
extent fixed, the demand for tobacco is fairly inelastic and will remain so. 
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provided the amount of the tax levied is moderate. The imposition of this tax is- 
likely to result in a reduction in the area under tobacco and of the produce. 
From a broad national point of view, the loss incurred in the pleasure of smoking 
tobacco at comparatively cheaper rates will be much less than the gain to the- 
exchequer resulting in a fairer and more equitable burden of taxation. Tobacco 
is always sown on the best land, and all of this land on which tobacco is not 
grown will be used for raising other important crops like wheat, cotton, oil-seeds, 
etc., resulting in placing at the disposal of the consumer larger quantities of 
necessaries of life and efficiency. 

This tax can best be levied on tobacco in the field when it Is. sown at the rate 
of so much per acre. Taxation in any other form will necessitate the employ¬ 
ment of a costly administrative machinery. In order to make the tax uniform, 
experiments could be conducted in various areas with regard to the production 1 
of tobacco and its cost of cultivation. The prices prevailing in the area being 
known f the value of the yield per acre could be found out. On the basis of this 
yield and value the tax could be levied. The rate of tax per acre, if this method 
is adopted, will^be different in different localities, but the incidence of taxation 
(per acre or per hundred rupees worth of tobacco produced) shall be the same. 
In order to calculate the rate of tax correctly the yield and value shall be cal¬ 
culated on the basis of the ‘‘previous year” as defined in the Income Tax Act of 
1922, that is, for instance, the rate levied for the assessment of 1924-25 will be- 
calculated on the actual yield and prices of 1923-24. The average yield per acre 
could be calculated by means of conducting experiments in the various localities 
and the cost of cultivation, in absence of reliable accounts (as is likely to be the 
case, at least in the beginning, for most of the farmers and zamindars are un¬ 
educated people, who cannot read and write and hence do rot keep accounts) in 
the way in which it has been calculated with regard to sugar cane and other crops 
in my book ‘‘Report on an Economic Survey of Bairampur,” Chapter VIII, pages 
120 to 129. If a better method could be devised, so much the better and that 
could be adopted. 

The employment of an additional staff in Bengal will certainly be necessary 
for measuring thq area under tobacco, conducting experiments, etc. But the 
difference in the expenditure on the staff needed under any other scheme and 
the scheme regarding acreage duty will not be great. In fact taking all-India 
staff that is to be required for the purpose into consideration, there may be some 
saving if this method is adopted. 

Imports from Indian States could be prevented by keeping a watch over 
such imports, and this work could be entrusted to the present Excise Department 
in the provinces coupled with the Income-tax Department. If control regarding, 
import of wine and opium from Indian States into British India can be satis¬ 
factorily exercised, it will be easier to do so in the case of tobacco. A bottle 
of wine can be put into a pocket and opium worth several hundreds of rupees- 
can be put into an equal space. Tobacco, in any form, occupying the same 
ypace will not be worth much, and hence the desire or attempt to smuggle tobacco- 
in small quantities will be much less than is the case with, say, opium or wine. 
Smuggling in large quantities could easily be detected. 

Tobacco is grown by raising seedlings (ponm) ifi small beds, and then sowing; 
in the fields. When ready the plants are cut and buried under ground for curing. 
After a week or so it is taken out and the leaf is separated from the plant. 
It is ready for use. Generally speaking, it is dried, beaten into dust, mixed 
with gur or molasses and smoked in the hvkka. As regards the imposition of 
an acreage duty to ensure the bringing of the leaf into bond (Q. 128), unless 
a watch is kept over every field or arrangements are made for knowing the 
amount of tobacco raised in every field, why should the farmer bring the whole- 
tobacco raised in his field to the warehouse for obtaining a receipt on the pro¬ 
duction of which be is to obtain a refund of the acreage duty that he has paid? 
How could the warehouse authorities or in fact any other person know whether 
all the tobacco has or has not been brought in? The employment of the neces¬ 
sary staff for the detection of frauds will mean a heavy expenditure to the State. 
In fact unless it is desired to tax the tobacco that is used for the manufacture' 
of cigarettes and cigars, etc., alone, any scheme of taxation falling short of a 
Government monopoly or the levying of an acreage duty will either fail or will 
be so very harassing to the public that the tax would be the most unpopular 
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and troublesome among all. Smuggling, and the use of unauthorised tobacco, will 
be carried on, on an unprecedented scale and the Government will be helpless. 

To tax the tobacco used for cigars and cigarettes alone will be to reduce the 
consumption of tobacco in these forms. People will begin to have a greater 
resort to hukka. The income from this source will not be very high and it 
will prove detrimental to the growth of the industry. According to what has 
been proposed above, all that will be needed to keep the industry in its present 
condition will be to increase the duty on imports correspondingly. Question No. 136 
does not arise. 

Tobacco is the poor man’s luxury and, in many cases, a conventional necessity. 
Being not a necessary of life its taxation is not objectionable, but it will be 
highly undesirable to tax it so as to prohibit its free use by the poor or place 
many restrictions in their way to raise it. Accordingly Government monopoly is 
undesirable, and it will be preferable to permit the free cultivation of tobacco to 
all who will raise it on an area taxable at Us. 20 or more. To impose or collect 
a tax of, say Rs. 2 will be troublesome, wasteful and expensive. Interference 
with curing is undesirable, because the present process is wy simple and 
inexpensive. The cultivator should not be allowed to grow any tobacco free of 
tax for domestic use (Question No. 129). It will be very temptipg to exceed the 
limit, and hence will need the employment of means and staff to watch it. Again, 
why sjipuld. a cultivator escape a tax for enjoying a luxury which another man 
working in a mill, say, must pay before he can do so. Equity demands that both 
of thenj .should be placed in the same boat. 

(b) Inheritance Tax. 

Qs. 137 to 1£5 .—Duties on inheritance should be levied which should -vary 
with the degree of relationship of those who inherit the property to the testator 
and the size of the estate left. The tax should be administered by the Central 
'Government and the rates should be the same throughout India. Small estates 
worth about Rs. 5,000 or less should be exempt. In the case of the joint family 
the tax should be levied on the share of the deceased, but the rates applied 
should be lower than otherwise. 

(c) Taxation of Agricultural incomes. 

Q. 96 and the following .—According to the income-tax law agricultural 
incomes are exempt from tax. At the same time well-nigh every agricultural 
income is subject to land revenue It will be futile to discuss as to whether 
land revenue is a rent or a tax. Whatever it is, it is a burden in one form 
or another, and the legislature itself appears to have admitted the fact by exempt¬ 
ing agricultural income from income-tax. Taking all into consideration its 
making is rather iniquitous. The small landowner pays the tax at the same 
rate as does the bigger one, and the man with an income of less than Rs. 2,000, 
exempt from paying income-tax, has to pay land revenue merely because his 
source of income is land. It is sometimes justified by saying that while land 
is a permanent source of income, trade and business are not. If crops fail, 
income from land fails, but land (the source of income) generally speaking 
remains, but when a person - suffers from a heavy loss in trade, he often finds 
himself not only without an income but also without its source—the income and 
the capital are both lost. Whatever the strength of this argument, it must be 
admitted that small agricultural incomes deserve to be relieved of the burden. 
On the other hand, proper taxation of agricultural incomes does not take place at 
all, and the higher incomes escape more easily than they ought to. For instance, 
A owns 600 acres of land and gives his land on lease to B for Rs. 5,000, who 
receives rent in his turn and gets the whole cultivated by the farmers, C., D., 
and E. If A pays the land revenue out of what he gets, B, C, D, 
and E escape taxation altogether. The income of C, D, and E 
may not be considerable, but B escapes merely because he is a receiver of rent 
(as defined by the Income Tax Act). And taking the case of good lands, say, 
in the Montgomery Colony, into consideration, what actually happens is that B 
pays the land revenue, C, D, and E work on the land and A escapes taxa¬ 
tion altogether. The position is thus then :— 

(fl) Some incomes (of peasant-proprietors and others) which are very small 
■are taxed. 
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(&) Some , incomes escape taxation altogether because they happen to ooroa- 
within the' clefmilion of agricultural income as defined in the tccome Tax Atit 
of 1922. 

(c) Bigger agricultural incomes are taxed at an effective rate much lower 
than similar incomes from trade, profession, etc., and even when a person has 
income from both agriculture and, say, house-property, they are separately taxed— 
the effective rate being lower in either case than when the same income were 
earned from, say, business and house-property. 

(d) At the best it could be said that the burden is shared by all A, B, C, D, 
and E, resulting in the under-assessment of some and of over-assessment of 
others. Perhaps the best solution would lie in the abolition of the land revenue- 
altogether and the introduction of income-tax on all incomes. But the problem 
is not so easily solved as it appears to be. For levying proper income-tax we 
must have accounts, otherwise the tax is levied on incomes which are mere 
estimates. Since a major part of the Indian population, especially of zamindars, 
cultivation and landlords, is illiterate, it will be impossible for them to keep 
accounts in any form. It will also be impossible for them to fill up the income- 
tax return, which in their case shall have to bo made even more elaborate than 
the one filled up by the commercial classes. In the rural areas even among the 
commercial classes—who are mostly literate—a large percentage of the 
people do not understand how to fill the return, and consequently either they do 
not file a return, and if they do, in 90 per cent of cases it is wrong. Hence, 
in a majority of agricultural cases, the assessment (till the people became literate) 
shall have to be based on estimated or gnessed incomes only. In order to fix 
the demand on the “previous years’* income or the income of the previous three 
years, as the case may be, elaborate experiments in every locality shall have 
to be undertaken for finding out the cost of production and the net profits. 
Again when it is remembered (as a perusal of Dr. Mann’s book “Land and Labour 
in a Deccan village,” and Bhalla’s Iteport on the Economic Survey of Bairampur, 
Chapter II, pages 26 to 29, will show) on account of the fragmentation of holdings 
the same person often plays the part of a farmer, a landlord getting a part of 
his land cultivated by others, and a tenant-at-will in and out of the village, the 
computation of the income of such a person will introduce many complexities. 
The whole will prove bothersome to the zamindar, will be very difficult to be con¬ 
trolled and will need an extra staff, the total cost of which may be very high. In 
order to evade the tax the bigger landlords are sure to divide their property- 
among their sons, etc. Greater fractionisation of land will add to the difficultv and 
will be highly undesirable from an economic point of view. Some kind of law 
or a tax discouraging fractionisation shall be needed, but the division of property 
on the demise of a person ,*,mong his children or other representatives, since it is 
bound up with the social customs and traditions of the country, should not be 
discouraged directly. This evil in fact/ can best be remedied by social reform 
and the Government could and should interfere only indirectly. One of the best 
ways for the Government to prevent further fractionisation is, that in future it 
should not sell or distribute Government lands newly brought under cultiva¬ 
tion. It should give the same on long leases, and if in some cases it is 
desirable to show some favour, lower rates of land revenue could be imposed. 

In view of what has been said above, it is clear that the problem of tackling 
with the land revenue or its substitution by income-tax or some tax in any 
other form is beset with difficulties on all sides. It would be the best for the 
Government, perhaps, not to interfere with it immediately. A committee of 
experts should be appointed to investigate into the matter. Experiments phould 
be conducted in specified areas to see as to what will be the actual effect of in¬ 
troducing a tax replacing the land revenue. “An old tax is a good tax and a 
new tax is a bad tax” is a saying which has a special force in a backward country 
where the masses are illiterate and most adverse to change. Accordingly, it will 
not be out of place to say that the sense of the people, the smaller zamindars, 
should be taken. 

In the meanwhile, the principles governing the remission of land revenue and 1 
the advance of taccavi , which are rather very stringent at present, should be made 
as liberal as possible. 

Agricultural incomes of, say, more than Rs. 2,000 per annum should be made* 
liable to pay income-tax—the land revenue already paid being allowed to be 
deducted out of this total demand fixed for a year. 
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If the proposal made above (namely of making the incomes above Rs. 2,000 
liable to pay income-tax) is accepted and put into force, the difficulty with 
regard to the permanent settlement in Bengal does not arise. The Bengal 
zamindar will begin to bear along with the other zamindars all over India, a 
fair share of the burden. 

The imposition of these taxes will bring in revenue far in excess of the 
fall due to the adoption of a scheme of income-tax, in which abatement is allowed 
on account of the maintenance of dependents. The surplus should be utilised 
for relieving the provinces of the annual contributions that they have to make 
to the Imperial Exchequer. It is likely that the Central Government will find 
it possible to give something to the poorer provinces, who, on account of the 
increase in expenditure due to the introduction of the Reform Scheme, find it 
difficult to balance their budgets. 

Q. If ..—I agree with the criticism of agricultural statistics contained in para¬ 
graph 7 of Annexure A. 

The estimates relating to the outturn of the more important crops are worth¬ 
less and unsatisfactory because they are pure guess work. The village patwari 
reports the crop to be so many annas more or less than the normal —a term which 
he hardly understands, and which is rather illusory when calculated (as is 
generally the case) on the basis of the average produce of a “circle” comprising 
many villages (sometimes several hundred). Generally speaking a patwari is in 
charge of not more than 3 to 4 villages. It would be much better if he were ordered 
to keep a note of the actual produce on certain plots of land in each one of the 
villages, and in place of making a guess that the produce was about so many 
annas more or less 'than the normal, he should either report the actual produce 
or actually calculate on its basis the proportion of the produce to the normal. 
Rain-gauges should be kept (if that is not already the case) in every police- 
station and the record of rainfall in each should be noted carefully. In absence 
of a rain-gauge in every village the rainfall in the police-station could be taken 
as a fair measure of the rainfall in the villages included in the circle. The 
adoption of this method will supply a fairly reliable “average” for every 
village—not immediately but after a few years when the figures are ready. For 
the first forecast of the crops, the estimates could be based on the rainfall in the 
area and the “normal produce” (an allowance being made for any special 
abnormal conditions). Later on, the actual yield could' be estimated by multiply¬ 
ing the actual average yield of the plots under observation with the area under 
crops. If it is felt that that means too much of an increase in the patwari’s work, 
one of the villages may be selected for this purpose, or better, the observations 
could be made in each of the villages by rotation. It would be sufficient to keep 
such a record about the important crops only, e.y., wheat, sugarcane, cotton,, 
tobacco, or any other crop which is extensively sown in the village. 

The patwari’s work will need to be checked. This can be done by the superior 
revenue officers, and if necessary the help of the staffs of the Agricultural 
Department and the Co-operative Credit Societies could be taken. 

Q. 31. — Thatkameda , the capitation tax, chowkidari and professional taxes all 
resemble poll-tax. They are unsuitable to this country. A lot of expenditure 
will be involved in their collection, and the more in meeting the opposition and 
general protests which they are bound to be followed by, if imposed. 

Q. 35 .—Justice demands that there should be a differentiation between earned 
incomes and incomes received from productive investments. But Indian capital is 
shy, and it is highly desirable, in the interest of trade and industry, to encourage 
investment, and hence it would be better, if, for the time being no differentiation 
were made. 

Q. 38 .—Exemption of incomes derived from agriculture should be removed 
altogether if they are made liable to income tax. But if that is not feasible 
immediately the exemption limit in their case should be made higher, but big agri¬ 
cultural incomes should not be allowed to escape proper taxation. The distinction 
between the earnings of the actual farmer and others deriving income from land, 
should be made, if at all, on the same basis as the distinction between earned, 
incomes and income from investments in productive enterprises. In practice, 
probably, a distinction will be automatically made, if the' income from 
agricultural source were made exempt from income-tax, but liable to be included 
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for deciding the rate at which the ihcome is to be taxed (Section 16 of the In¬ 
come Tax Act, 1922). Money-lenders. and others having incomes from other 
sources (as is generally the case) will pay something more on account of the 
change in the rate of tax. If at all, a very small percentage of persons actually 
farming their lands will be effected. 

Q. 39 ,—Taking the Punjab alone into consideration, most probably the income 
will remain the same or will increase slightly. For India, as a whole, the 
estimate made by Shah and Khambata appears to be rather high; the income will 
certainly rise but not so much. 

Q. fyO. —There would be no objection to the lowering of the exemption limit, pro¬ 
vided it is actually calculated on the basis of a large number of family budgets. 
In 'England, it is higher. It is lower in some European countries but the social 
•system prevailing there is entirely different. In India a person is burdened with 
customs relating to birth, marriage and death of relatives to a degree unknown 
in the othej countries. 

Commerce, trade and industry are not as highly developed here as in 
other countries. The means of investment known to the masses are few. Conse¬ 
quently in spite of the fact that land when held in small areas is not highly paying, 
yet there is a demand for land' among the thrifty and the high value of land 
is due to the thirst for it. If crops fail entirely in a certain year the Govern¬ 
ment remits the land revenue and gives taccavi loans. When big firms fail on 
account of losses, no financial help of any type is given. The firm loses its in¬ 
come and often the capital too. Even assuming that the two deserve to be 
treated alike, it would be much better if smaller agr : cultural incomes w»Te made 
exempt from tax. Otherwise there should be introduced some system of ad¬ 
vancing cheap loans, like the taccavi , to traders and industrialists also. At the 
same time family budgets should be collected for finding out the subsistence 
level. It should also be borne in mind that the standard of living and 
especially the cost of living have risen considerably since 1862, 1885 and 1903 and 
incomes (measured in terms of money), which were at the subsistence level then, 
are no longer so. 

Q . —It is a tax on honesty no doubt to the extent to which many people 
succeed in concealing their incomes. But with the development of the Income-tax 
Department, with the experience that the officers of the department are accu¬ 
mulating and with the intensive and detailed enquiries which are made into well- 
nigh every case, the extent of this blemish is diminishing. Every year cases of 
fraud are detected and the defrauders punished. Perfection is impossible. 

Q. ft .—What has happened in England is happening in India too. Most of the 
people have begun to keep accounts. They are, however, especially in the backward 
tracts, not as good as they ought to be. But every community is developing 
its system of accounts to bring it up to a fair level of accuracy and certainty. 
In' a few years more the accounts will be kept by well-nigh everyone in a form 
which will be' quite acceptable. It would be much better if everyone were left 
to follow and complete his own system. For instance, well-nigh all the assessees 
in the rural tracts in the Punjab kept no rokar (cash-book). The occasional 
rejection of their accounts by the Income-tax Department has resulted in the 
preparation of their accounts in the form that they kept, coupled with a cash¬ 
book suiting their own requirements and satisfying the demands of the Income- 
tax Department to know their net incomes. It would be better if the people 
were allowed to develop their own systems, because they would understand 
them much better than any system superimposed on them. 

The prescription of a form of accounts will not entirely prevent frauds. There 
are cases where men keeping their books on the double-entry system have suc¬ 
cessfully committed frauds. 

Q. —The particulars of income-tax should be kept as confidential as at 
present. Since time immemorial Indians have inculcated a habit of keeping 
their assets and incomes confidential. In spite of the law regarding the keeping 
of secrecy about the incomes and the tax levied on them, there are many people 
who do not show their accounts because they fe3r publicity. Most of the trade 
is based on credit. If a firm suffered from loss, is not assessed to income-tax 
and the fact is known to the creditors, it would often stand a chance of having 
a run on it. 
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The employment of non-official assessors and commissioners, if left to the 
discr^t’ion of the Income-tax Officer, will be quite good, but their compulsory^ 
employment might lead not only to evasion but also to under-taxation. In¬ 
directly, it is tried by every Income-tax Officer when he makes the enquiries. 
Directly, it was tried twice by me and failed. Some of the advisors began to 
favour their relatives and attempted to remain under-assessed themselves. 

Q. Jjff .—The average system would be the best. What is doubtful, however, 
is whether the commonplace assessee will understand it. At present, it would 
be better, if the system in vogue were to continue, as it is quite simple. 

Q. 61 .—The general sense of the thoughtful public is that the consumption* 
of liquors and drugs should be stopped. While it will be worthwhile, from social 
point of view, to forego the revenue from excise, it will be too heavy a burden 
on the general tax-payer if he is called upon to make up the deficiency, and also 
to pay for the staff necessarily employed to bring the prohibition in force. T}ie 
best way to obtain the object (so far as it can be attained) is to levy rates which 
will discourage its consumption as far as possible. Illicit production and consump¬ 
tion has been rife of late and illicit trade in liquors and drugs would be 
greatly discouraged (and the same would be the effect on production to a great 
extent) if the rates of duty were the same all over the country. 

Q- 97 .—In the case of the small peasant-proprietor the land revenue does 
have effect on his prosperity to some extent. The other factors that influence it 
are the holdings which are small in area and are scattered in many fragments 
all over the village, uneconomic working of thp land, social customs and r^igious 
prejudices. (For details, a reference is invited to “ An Economic Survey of 
Bairampur,” pages 35, 156 (2nd para.), 172, 173, 124 and 125.) 

Q. 98 .—Since the bigger zamindars pay at the rate at which the poor do the- 
land revenue assessment does ignore “ the ability to pay.” If the period of 
settlement is long enough, say 30 years, the assessment does not lack the ele¬ 
ment of certainty. In a progressive society it is necessary that it should take 
stock of its income or sources of income every now and then to see that it 
gets all it needs and every one is paying his fair share. 

With regard to the time of the payment of revenue, opinion is divided among 
the zamindars. The petty zamindars believe that the time suits them, because- 
as soon as the harvest is in, they sell a part and pay off the share of the 
Government. The bigger ones would wish to pay a few months later, so that they 
could wait for a turn in the market if they desired. (Reference is invited to 
page 95 of Bhalla’s Report on an Economic Enquiry of Bairampur.) 
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Written memorandum ol the Spirit Traders and Licensed 
Victuallers Association ol the Punjab, Amritsar. 

Q. 2$. —While admitting thb correctness of the assertion made yet this As¬ 
sociation does not agree with same. Immoderation of any sort is bad and 
should be discutiraged. 

Q 50 .—This Association is in entire disagreement with this question. 
Whisky or any other spirit of good quality, i.e., matured is vastly less harm¬ 
ful even when taken in excess than raw and immature spirit. It should be 
Government’s duty to encourage the consumption of a pure article by decreas¬ 
ing the duty on same and not by increasing it as is suggested. Such gradua¬ 
tions would be extremely difficult in application particularly on imported good?.. 

Q Ifi .—No Excise duty should be levied on yeast same being of vital neces¬ 
sity to the brewer and distiller in this country both of whom pay high rates of 
taxation to Government on their product. There is no objection to a tax 
on yeast used for other purposes, but such consumption is understood to be 
very small. 

Qs . 61 and 62.—' This Association has knowledge df and can consider only 
the Punjab. The Punjab Government have already admitted that a 
state bordering on prohibition already exists in this province. Such a policy has 
brought about a state of affairs in which illicit distilling and smuggling are the 
rule rather than the exception. Illicit liquor costs only -/4/ - per bottle to make and 
its sale Government has admitted is equal to that of licit liquor. Prohibition 
will mean increased taxation in other directions. In other words the prohibitionists 
will have to pay the Excise duty that should be recovered from the distillers. 
Honest men will have to make up the revenue evaded by the law breaker. Illicit 
distilling is not considered an offence by the public. Government can by a stroke 
of the pen forfeit the Excise revenue and increase taxation in other ways, but 
this will not decrease the consumption of country liquor which is already manu¬ 
factured on a wholesale scale. 

Q. 63. Statement l .—This Association agrees with this statement, but 
there is a limit tc which the price can be raised. The policy of the Punjab 
Government is said to be the highest possible revenue with the least possible 
consumption. This Association agrees with this policy but the word ** consump¬ 
tion ” must be read to include both illicit and licit spirits j by excessive taxation 
• consumption is increased and. not decreased. 

Statement 2.— This Association agrees with this statement and would em¬ 
phasise the last few words. 

Statement 3—1$ accepted but the question again arises to where taxation 
ceases to discourage the use of tax paid goods and where it increases consumption 
by festering illicit sale. 

Statement —3s agreed to with the same reservation made regarding state¬ 

ment 3. 

Statement 5. —No reply. 

Statement 6. —Alcohol is not found to be at the root of every grave social 
evil. Evidence could be brought forward to show that many criminals were 
teetotalers. At the same time the excessive consumption of alcohol should be 
discouraged in every way. 

Q. —Alcohol must be taxed, and if taxed properly, large revenue can 
Tesult. When that tax is injudicially increased licit consumption decreases, 
its place being taken by the illicit liquor with the result that revenue falls. 

Q. 65 .—The duty on country spirits is too high. The duty should be de¬ 
creased by 50 per cent, when a severe blow would be made at illicit distilling 
-and Government would not lose revenue. A uniform rate of duty should be 
imposed as far as possible, but conditions in India vary so considerably that a 
uniform rate is impossible. 

Q. 66. —This has undoubtedly been the case. Government admitted many 
^years ago, that in the year when duty was l/3rd the present figure, 50 

L 
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per cent of the liquor consumed was probably illicit. What the proportion is 
to-day we would not like to say. Government themselves admit that the situa¬ 
tion is quite out of hand. Please see the enclosed extracts from Government 
reports. (Statement A.) 

Q. 67 .—This question assumes that all imported liquors are of first class 
quality. This statement is incorrect. Imported liquor consists of both imi¬ 
tation and real articles. India also produces real whisky, etc., and also imi¬ 
tations. The duty on such liquors should be less than the tariff rate. For the 
purposes of Excise control it is better that restrictions on locally made foreign 
spirits should exist. 

Q. 68. —No, the duty is already too high. 

Q. 69 .—See the reply to question 67. 

Q. 70 .—Tari is not consumed in the Punjab to any great extent. 

Q 78 .—The system of disposal of retail liquor licenses is most unsatisfac¬ 
tory. The duty on liquor should be levied by Government, but the present^ 
svstem of auctioning licenses means that the duty is fixed not by Government 
but- b> the retailers. The methods by which auctions are held in the Punjab 
are very unsatisfactory resulting in much discontent among the retailers. In. 
this Association^ opinion licenses should be given to retailers of long standing 
on nominal figures, and the entire duty should be fixed by Government. 
Licenses should not be auctioned annually, but renewed to the same vendor at 
a figure to be determined by Government. Should the vendor refuse to carry 
on his business at this figure, then Government should offer the license else¬ 
where. 

Q 7!f .—Government has so decreased the retail licenses in the Punjab that 
their value has of course increased but not to such an extent as may be thought, 
at any rate as far as profit to the retailers is concerned. The shops are too 
few and too fa* apart for the need of the community and a villager who can 
make all the liquor he requires in his backyard at a cost of not more than 
-/4/- a bottle is not going to walk 10 miles to enjoy the privilege of paying 
Government Rs. 3-8-0 fox a similar quality of spirit that because of its com¬ 
parative purity is not* going to intoxicate him as his own doped liquor will do. 

Q. 92 .—Please see reply to question 73. 

• Q. 109 .—Local taxation is clumsy, inconvenient and costly in collection. 
It should be reduced to the absolute minimum. The loss being made up by 
grants from Government the money for which should be raised by a slight in¬ 
crease in possibly Customs duties, Land or Water taxes. As far as the liquor 
t.rads goes, local taxation should be abolished, as it interferes with calculations 
made by Government, who should alone fix the duty payable per gallon. 

Q. 153 and 15 —The Punjab Government have already raised the duty too 
high and the country side, as far as illicit liquor goes, is to a very great extent 
uncontrolled. Difficulties would arise in allotting revenue to the province of 
consumption, and if adopted would be most unfair to many of the existing 
distilleries of India. Many distilleries would have to close down that were 
originally licensed by Government to fulfil a definite purpose. Their trade 
would go to distilleries that were not erected for such purposes, and when 
times of difficulty arose, such as railway strikes, floods, or other transportation 
difficulties, to which a country like India is prone, there would immediately be an 
outcry from retailers as to why Government had closed up a safe and certain 
avenue of supply that had stood the test of time. In such circumstances a heavy 
loss of revenue to Government would accrue coupled by claims for compensation 
from licensees. 

Q. 166 .—The methods of distribution at present in force in this Province 
are suitable to the needs of a province and should not be changed, or the vested 
interests of the wholesalers jeopardised by handing over of certain tracts to dis¬ 
tillers under monopoly. 

In conclusion I beg to enclose herewith a copy of a letter addressed by this 
Association to the Punjab Chamber of Commerce and the Northern Tndia 
Chamber of Commerce, etc., (Enclosure 1). This letter deals fully with the 
question of Excise in this province and shows clearly the tremendous amount of 
revenue that Government has lost during recent years, with the result that they 
have had to raise loans and in other way increase taxation in order to carry 
on administration. 
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Litter from “The Spirit Traders and Licensed Victuallers Association’* of 
the Punjab, Amritsar, to the Secretary, Punjab Chamber of Commerce, 
Delhi, dated the 23rd February 1924. 

I am directed by # my Committee to bring to your notice the state of chaos 
into which the Punjab Government appear to be allowing the Excise Depart¬ 
ment of this Province to drift, ^o this end I enclose herewith the following 
statements : 

A. A statement of extracts from the Punjab Excise Reports regarding 

illicit distilling and smuggling in the Punjab for most of the years 
1902-G3 to 1922-23. 

B. A statement showing the various duties and vend fees in force for 

the years 1901-02 to 1923-24 inclusive. I would here mention in 
connection with this statement that Government levies a duty on 
every gallon of spirits issued from the Punjab distilleries to the 
retailers—this duty is known as the Still Head Duty. A second 
duty is levied by auctioning the retail shops every year handing 
them over to the highest bidder—this duty is officially known as a 
Vend Fee. The Still Head Duty is a fixed duty and the amount 
payable per gallon is known at the beginning of every official year. 
The duty payable per gallon that is collected in the form of Vend 
Fees is not known exactly until the end of every official year when 
the actual number of gallons sold by the retailer can be divided 
into the lump sum paid by him for his shop. For this reason the 
Vend Fee payable for the year 1923-24 is shown in this statement 
as estimated only as the exact figures are not yet available. 

C. A statement showing the total cflity payable per gallon for certain years 

together with the average annual consumption per hundred of 
population. It also shows the number of shops in the Punjab for 
certain years, and the average number of square miles per shop. 
Kangra district is omitted from this statement as the inhabitants 
of that district take out home brewing licenses on payment of small 
annual fees. 

D. A statement based on the latest census report showing the population 

of the Punjab together with the number of towns and villages in 
the Punjab—their average population and the amount of Govern¬ 
ment spirit consumed per town and village, based on the normal 
consumption of spirits such as took place during the years 1918-19. 
1919-20 and 1920-21. 

E. A statement showing the total issues of spirit from the Punjab dis¬ 

tilleries together with the duty levied per gallon and the total duty 
realised by Government. Tn the same statement is shown a sug¬ 
gested normal issue of spirits together with a suggested adequate 
duty per gallon. The last two columns of the statement show the 
total duty that would have' been realised by Government had the 
duty not been so severely increased as it has been, and the last 
columD shows that during the last three years, the result has been 
that Government has lost approximately one and a quarter crores 
of Rupees revenue. 

My Committee have carefully considered much evidence put before them 
from many Districts of the Punjab and they are unanimously of the opinion 
that the illicit distillation of liquor and smuggling of liquor from Native States 
are chiefly responsible for the decrease of revenue to Government. 

The territory of the Punjab is severely broken up in many places by the 
existence of Native States. These States tax alcohol at about one-third the 
duty levied by the Punjab Government. They maintain shops close to the 
borders of British Territory and a roaring trade is done by persona importing 
liquor from the Native States into British Territory. 

It is extremely difficult to obtain sale figures from the Excise Departments 
of the Indian States in the Punjab, as for reasons best known to tnemselves 
they keep such figures private. From certain facts that have come to the 
knowledge of my Committee they have however every reason to believe that 
the sale of spirits in Indian States has not decreased during the last few years 
as has been the case with the Punjab proper. 
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«Tne habits of the inhabitants of the Native States in the Punjab differ in 
no way from those people who inhabit the British portion of the Punjab. The 
Native States however levy a-"very reasonable duty on alcohol with the result 
that the smuggling of liquor into their territory does not exist and illicit distil¬ 
ling exists to n very limited degree. It is only in the British portion of the 
Punjab that these evils are the order of the day, with the result as shown 
in Statement F. Government has lost a crore and a quarter rupees revenue. 

Tne opinion of my Committee regarding illicit distillation and smuggling 
is only too strongly upheld by Government’s own admissions in the annual 
Excise Reports, and a perusal of Statement A., which consists of extracts from 
the annual Government Reports, will convince you that our arguments have 
backing. 

If the remarks made by Mr Alexander Anderson in the third paragraph of 
the extracts from the Punjab Excise Administration Report for the year 
1906 0? were true for a year during which the Punjab was very peaceful and 
when the total duty (Still Head Duty) and (Vend Fees) amounted only to 
Its. 6 6-7 par proof gallon, how much mare strongly do they apply to-day nhen 
the t:»tal duty amounts to no less than Rs. 22 per gallon and the country side 
given over to agitation of various kinds. 

Did my Committee think that the inhabitants of the Punjab were giving up 
drinking alcohol they would feel that they had no right to address you on this 
subject. There is however no evidence available upon which they can base 
such an assumption. On the contrary what evidence there is shows that the 
reverse is the esse. 'There exist in the Punjab some three or four Temper¬ 
ance Societies whose admitted aim is the prohibition of Government liquor. 
These Temperance Societies have been hammering away at Government for 
many years past with the result as sh®wn by Statement C. that the number of 
shops in the Punjab have been reduced from 1,271 in the year 1902-03 to 625, 
in tie year 1922 23. The result of this tremendous reduction in the number of 
shops has had [he result that in the rural districts of the Punjab there is only 
one liquor shop for every 543 square miles. This means that people living 
between two liquor shops have an average of over two hundred miles to travel 
in order to procure a bottle of Government liquor at Rs. 4 per bottle, when 
they can make it in their own homes with little risk of detection for four 
annas a bottle. 

Any Excise man will tell you that there exists in the Punjab Excise Act many 
loopholes through which the illicit distiller when caught is able to defeat the 
ends of Justice. My Committee would go further and say that it is well nig'i im¬ 
possible for an illicit distiller to be even caught when he distills his liquor in 
the private apartments of his house for his own consumption. The possession 
of the unlicensed distilling apparatus is contrary to the law, but the distilling 
apparatus of the Punjabi consists of his ordinary cooking vessels. Distilling 
apparatus exists therefore in the possession of every villager in the Province. 
And for the material with which to make his dope he has but to use the gur 
that cither is pioduced from his fields or obtained with ease in the market. 
The Excise staff of the province is inadequate for its present needs, yet their 
number was recently cut down by Legislative Council at Lahore. My Com¬ 
mittee do not want to run down the Excise staff in any way, they are pro¬ 
bably doing theT best under trying circumstances, but the fact remains that 
most of the cases caught are the result of some friction between illicit distillers 
or enmity due to unknown causes resulting in information being given to Excise 
Staff of the existence of illicit distilling, in a certain place. I am directed to 
mention the above to show you how easy illicit distilling is, how little the risk 
■of detection and how enormous the profits. 

I now come to the chief object of this letter, and that is to point out to you 
the tremendous amount of revenue that Government is losing on Excise. The 
Government’s policy is supposed to be a temperate one, and those trading in 
liquor have no quarrel with such a policy having no desire to make money out 
of people lying in the streets in an intoxicated state. My Association has 
however a strong objection to Government’s apparent departure £ r om its tem¬ 
perate policy bv the way it is encouraging people to make liquor in their own 
homes. As representing the trade my Committee strongly object to their trade 
bein^ taken a wav from them in this manner, and I am to state clearly that it 
is with the object of getting the trade restored into its rightful channel that 
this letter is addressed to you. 
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The point that I am instructed to put before you is that Government has 
to raise revenue somewhere and if it is going to lose a crore and a quarter of 
rupees by pandering to the prohibitionists and encouraging people to make their 
own liquor then it is by taxing other indusiries and businesses that Government 
has got to raise money and you now have the explanation as to why the Income- 
tax has been so greatly increased and taxes of other kinds imposed on the 
^Community. 

M> Association has bro%ht these matters very forcibly before Government, 
with ihe result that a very small reduction in the sale price of Indian Spirits 
will he introduced from the 1st April next. The reduction is not enough how¬ 
ever and Governjnent must continue for another year to lose revenue. 

Tile Punjab has now a Local Option Bill, which gives to local bodies the 
power 10 reduce further the number of Government liquor shops, a power which 
it is believed .these local bodies will use to the utmost. 

Notice of a Resolution has just been given in the Legislative Assembly for 
t^e prohibition of the import, preparation and sale of all alcoholic drinks in 
India. America with the aid of her fleet is unable to stop liquor from getting 
into her territory India has an extensive and entirely unprotected coast, ana 
at any rate as far as the Punjab goes is even now riddled with illicit distilling 
and smuggling. The utter unworkableness of such a scheme must be apparent 
to yen. 

The Punjab Loan has got to be repaid in nine years time, and instead of 
the Excise Department paying for this loan, Government will have to ask other 
industries to find the interest and capital. Had this tremendous loss not 
occurred on Excise the Punjab Loan would hardly have been necessary. 

As an instance of the cleverness and audacity of those who contravene the 
Excise Laws, I would mention that Excisable goods to the value of Its. 50,000 
were robbed fr.ur. the Government godowns in Amritsar a few nights ago. The 
theft was not even discovered until the thieves themselves wrote in to the 
Police and asked them what they were going to do about ?t. 

You can assist in righting these matters and reducing tiie taxation on the 
industries and businesses that your Association represents by doing something 
to stop Government from encouraging the illicit distiller by putting on liquor 
a tax that it. cannot bear, and at the same time reducing the Excise staff. 

You can do this either by causing questions to be asked in the Council or 
by addressing Government in other ways. If this Association can be of any 
assistance to you in any way, you have only to write to me and everything 
possible will be done to help you. 
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STATEMENT A. 

Extracts from, the Punjab Excise Administration lie'ports regarding Illicit 
Distilling and Smuggling insthe Punjab. 


Year 1902-03. Total Duty Rs. 6/7/6. 

£ 

Page l, para. 2. Special enquiries are now in progress as regards the prevalence of illicit 
distillation. 

Page 1, para. 2, The weak points just now are the prevalence of illicit distillation. 

F. C*s. note. 


Reports for the years 1903-04, 1904-05, 1905-06 are not available. 


Year 1906-07. Total Duty Rs. 6-6-7. 

P. Govt's, endst. The Lieutenant-Governor observes, however, that one result of the experi- 

Page 1, para. 3. ment has been to disclose the existence of illicit distillation in these districts 
on a much larger scale than was originally supposed to exist, and it would 
seem that the bilk of the increased revenue derived from Excise in the area 
referred to represents what would have accrued to Government had it been 
possible to deal with illicit distillation on adequate lines in the past. 

Page l, para. 3. The reduction by one half of the price of spirits in the rural tracts of four 
districts in which illicit distillation was rampant has led there to a great increase 
of licit consumption. 

Page 2, para. 6. The question of Excise Administration in the Punjab must be greatly in- 

F, C's. note. fiuenced by the fact of the extraordinary prevalence of illicit distillation in 
the districts in which any large number of the people is in the habit of drink¬ 
ing spirit. A special enquiry was made in three or four of these districts a 
few years ago by the Revenue Assistants, and the results were very startling. 
The late Mr. Alexander Anderson, the Commissioner of Lahore, gave it as 
his opinion that half the liquor drunk in Lahore, Sialkote and Amritsar paid 
no duty, and the same or worse might probably have been said of Ferozepore, 
Ludhiana and Jullundur. Mr. Hallifax thinks that the reduction of the price 
of spirits by one half in the rural tracts of Amritsar, Jullundur, Ferozepore 
and Ludhiana has greatly restricted illicit production. This is probably true, 
but it is not likely that distillation for home use will entirely cease, for even 
now the article sold in the shops is six times as dear as that made in the pot- 
stills. 1 

Page 7 f para. 23. “it is a pregnant fact that there was a good sugar cane ,crop this year and 
this probably lias facilitated illicit distillation, causing a fall in the sales by 
the authorized shops. The decrease must be put down to an increase in the 

manufacture of illicit liquor.” The Commissioner agrees that this must be so. 

In mv inspection of the Lyallpur district the high incidence of vend-fees upon 
the quantity of liquor sold, forced itself upon my notice, and a special enquiry 
is being made by my Personal Assistant into the circumstances of this district. 
There can be little doubt that illicit distillation both for private consumption 
and for sale is very prevalent there. 

Page 8, para. 28 . Tn Sialkot a case was detected in which two constables were found to be 

in collusion wi+h a vender of illicit liquor In Jhang and Guj^anwala and 

Jhelum, as well as in the Sirsa Tehsil and Bhadlada tract of the Hissar dis¬ 
trict, it is admitted that illicit distillation is rife. In my opinion its full 
extent is no where properly appreciated. The amount of liquor which is illicitly 
distilled and drunk renders it impossible for Government to give effect to the 
principle that tb* maximum of revenue should be raised from the minimum 
consumption. 

Page 10, para. In a Gujranwala Village which was notorious for illicit distillation,. 

29. 


Year 1907-08. Total Duty Rs. 6-10 30. 

Page 6, para. 18. In Lahore the number of shops was reduced from 95 to 70 and in Gujran¬ 
wala frpm 66 to 50. 
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Year 1908-09. Total Duty Rs. 7-9-9. 

. and lastly the increase in illicit distillation of which the present report P. Govt's. endjt. 

gives evidence. Page 1. para. #. 

They prove conclusively that among the Jats of the Central Punjab de- P. 
fiance of the Excise Law is widespread. The detected cases though exceedingly ** *P 414 * 
numerous furnish an imperfect indication of the extent to which the production 
of illicit spirits is prevalent. It is in the same tract that there has been such 
an increase in serious crime, . . . . 

Customers being thus unable to get satisfactory liquor at a reasonable price P»g« 10, para, 
are driven to make their own liquor By the process of illicit distillation which 27 * 
in this province is so very easy to carry out and is fairly safe from detention. 

Under the new rules in the ordinary auctioned shops 1/6 gallon of 60 12 » ***** 

degree spirit sells at from Re. 1/- to Rs. 1/4 and of 80 degree spirit at from 
Rs 1.4 to Rs. 1/8. If a man is inclined to drink bis liquor licit he will nqt 
grumble at getting his rupee's worth at 60 degrees instead of 75 degrees of 
proof or at paving a few annas more for an increase in strength. But the 
abandonment of the system will not affect at all the man who has made ujp 
his mind that with licit 75 degrees liquor at Re. 1/- per reputed quart it i« 

Better to undertake the simple process of making his own liquor and risk the 
small chance he runs of punishment. 

And many complaints against shops are merely pretexts for getting rid of 
them with a view to increasing the consumption of illicit liquor. In spite of 
complaints shops must* be maintained as they are, and local option in rural 
tracts is impossBle till the people change their drinking customs and their 

attitude towards illicit distillation. 

_statistics of detected cases give no real idea of the extent of illicit 5 ^ 4 & e ***** 

distillation. The Deputy Commissioner of Gurdaspur is of opinion that in the 
neighbourhood of Batala ‘every Jat sikh family has an illicit still.* Two 
Lahore villages were recently raided, 11 cases were sent up for trial from l 
village and 3 from the other. In Amritsar last January before the Lohri 

festival the Darogha submitted a list of 20 suspected villages. Raids were 
organized and carried out on tHe 9th January. 1909, and 14 cases of illicit dis¬ 
tillation were detected. The Deputy Commissioner of Hoshiarpore thinks illicit 
stills exist in many villages. In Lyallpur an Excise Officer on special duty 
collected information which pointed to the existence of the illicit distillation 
in at least 109 villages of the district. Illicit distillation has now been intro¬ 
duced into Sha’ipur by Sikh colonists. ( 

In villages where good relations tn^er se exist among the inhabitants, tbe p»g« ie, pa», 

detection of a case of illicit distillation is almost an impossibility. 67. 


Year 1909-10 Total Duty Rs. 6-13-0. 

Though both Executive and Police Officers have been alert to detect tbe end ?L 

various offences which the Excise Acts tend to create, it is feared that smug- a * e ’ p4ra * * 
gling and illicit distillation continue. 

The abolition of the fixed fee system in the four central districts will call C ’ B - note - 
for increased vigilance in the suppression of illicit distillation. The difficulties p ** e ****' a * 
are very great and it is necessary to convince men of local influence that, it 
pays to be on our side in this matter. I trust no attempt will be made in the 
near future to further push up the price of liquor. 

The number of persons arrested for illicit distillation was only 119, of whom Pago 10, para. 
B7 were convicted. These figures are lower than any in the last three ycart. *7. 

But it is doubtful whether there has been any real decrease in this offen:<3 


Year 1810-11. Total Duty Rs. 7-11-9. 

Illicit distillation, the illicit importation of cocaine and the smuggling of P. Gort’s. endat. 
opium still continue. P*ge2, para. 4. 

It is generally believed that illicit distillation shows no signs of decreasing. 16 » P** 4 * 
An enhancement in duty is contemplated by Government, notwithstanding p ijfe 18 parm# 
the fact that a rise in prices must always be a temptation to illicit distillation. 61. ' 

If the duty is enhanced, we must look to further efforts .,n the part of the 
Excise staff and the Police to combat illicit traffic. 
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Year 1931-12. Total Duty Rs. 8-5-10. 

Page°l*para. d l!’ 4 num ^er of Inspectors and Sub-Inspectors have been specially trained in. 

distillery work, and the Excise Staff as a whole appears to be working well, 
though, as observed below, it has not yet succeeded in checking illicit distilla¬ 
tion. 


P. Govt’s. endst. 
Page 1, para. 2. 


P. Govt’s, endst. 
Page 1, para. 3. 


P. Govt’s, endst. 
Page 1, para, 3. 


Page 7, para. 20. 


V*age 14, para. 
41. 


Page 14, para. 
41. 


... Moreover, with one exception, all the districts where drunkenness is 
said to be most prevalent show a decrease in the consumption of liquor. On 
the cl her hand the continued prevalence of illicit distillation and smuggling 
from Native States suggest a doubt which forbid any positive conclusion. 

With a view to checking the consumption of Country spirit the Lieutenant- 
Governor asked the Financial Commissioner last year to consider whether the 
still head duty could not be raised without stimulating illicit distillation to an 
undesirable extent. It is disappointing to find that this evil still continues 
uhchecked in the central districts of the Punjab, notwithstanding the reorganiza¬ 
tion of the preventive establishment. 

Whether an immediate increase in the duty is considered feasible or not. 
His Honour thinks that the time has come for an energetic and organised 
campaign against illicit distillation in those districts in which the evil is most 
widely prevalent. 

Unfortunately, as the Commissioners of Jullundur and Lahore divisions 
point out, it is too soon to congratulate the province on any decrease in the 
drinking habit. There is, it is feared, only too much reason to suppose that large 
quantities of liquor are smuggled in from Native States to Ferozepore, 
especially from the Nabha State, and that the illicit distillation continues un¬ 
abated in districts such as Gurdaspur and Amritsar where cane is easily 
procurable. 

.there is unfortunately only t-oo much reason to believe that illicit dis¬ 
tillation continues unchecked in the districts of the Central Punjab. As the 
Deputy CommitsiGner of Gurdaspur remarks the people look upon illicit dis¬ 
tillation as a legitimate business and cannot see why Government interferes 
with them in converting their sugarcane into liquor for their own use. 

. In Amritsar it is reported that “illicit distillation continues on a very 

large scale in spite of every effort to check it. It would be no 
exaggeration to say that there is a still working in almost every Jat Sikh 
village.” Lambardars generally are said to connive at illicit stills. There is^ 
mention in one report of the murder of an informer. Another informer’s son 
was stabbed. The property of another was destroyed by arson. In view of 
the failure up to the present to suppress this evil the Deputy Commissioners 
of ti e districts in which it is most prevalent are averse to any further enhance¬ 
ment of the dn^y on licit liquor. The Financial Commissioner agrees that the 
time has not yet come for such enhancement. 


Year 1912-13. 


Total Duty Rs. 8-13-4. 


P. Govt's. en<lst. The fees for the vend of country spirit have now risen to 44 per cent, o.f 
Page 1, para. 1. the total 

revenue, and this high figure constitutes a strong reason for raising 
the duty. Bat no move can be made in this direction until the administiation 
is in & stronger position to cope with illicit distillation. 


Page II, para. 
30 . 


Page II, para. 
81 « 


Page 12, para. 
82 . 


It is satisfactory to note a considerable increase in the number of arrests 
and convictions for illicit distillation, especially in Ferozepore, Sialkot, 
Montgomery and Lyallpur. Efforts to deal with this offence in Lahore wera- 
not less successful than last year, brft there has been a falling off in Amritsar. 

The usual apathy on the part of the public and even of zaildars and lambar- 
dars was observed. Vigorous action was taken in Ferozepore and Lyallpur 
against Lambardars who were themselves involved in or failed to give assistance 
in the detection of illicit distillation. But the good work of Police Excise- 
officials and the assistance received from the public and local notables is too 
often rendered nugatory by the extraordinary leniency of the courts both original 
and appellate. 

The Deputy Commissioners of Ferozepore, Lyallpur, Hoshiarpur, Gurdaspur 
and Amritsar do not attempt to minimize the extent to which illicit distillation 
iB rife. 
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.... In this year’s Ferozepore report it is mentioned that the house of an inform- Page pars¬ 
er was burnt down the day after a raid on the accused’s premises, and in the same 32 • 
district an Excise Inspector was roughly handled while conducting a raid in a 
Jat village where some 200 bottles of Nabha liquor were said to be concealed. 

A striking feature of illicit distillation as described in the district reports 
for this year is the number of cases in which the illicit liquor was offered for 
sale. Smuggling of liquor from neighbouring Native States is a common 
offence in Ferozepore and Ludhiana, most of the spirit being brought from the 
Nabha territory, where, it is suspected, not only licensees but private individuals 
are making large illicit profits. 


Year 1913-14. Total Duty Bs. 9-2-1. 

The Deputy Commissioner of Amritsar is of opinion that there is hot a p age par ^ 
liquor shop which the neighbours would not like to have removed from their 
vicinity, and in this opinion, so far as it concerns the Amritsar villages, the * 

Commissioner agrees. Mr. Maynard’s own experience, after a tour in the * 

Amritsar district confirms this impression. It is a mistake, however, to suppose 
that the objection to the shop necessarily connotes an objection to the drink. 

.... In some cases the objection to a shop in this district of illicit distillation 
may not be altogether unconnected with the fact that a licensee is a permanent 

check to such practices. This fact the Deputy Commissioner seems to recognise by 

his practice of locating shops 'n villages where illicit distillation is suspected. 

If we are to cope with illicit distillation on the scale on which it exists in page IX, para; 
Amritsar district we must be prepared to give rewards on a lavish scale. We 3 J* 
have the whole country side against us and we cannot expect a man to incur the 
odium of his neighbours for nothing. 

As far as the cane growing districts of the Central Punjab are concerned page 11, para, 
illicit distillation must, it is feared, be considered as very common. The Deputy 31. 
Commissioner of Amritsar says that it is still very rife. 

.... In Gurdaspur and Hoshiarpur it is said to exist in almost every Jat village. 

In Sialkot it is reported as rife in certain villages and the Deputy Commissioner 
of Lyallpur thinks that more illicit than licit liquor is consumed. 


Year 1914-15. Total Duty Bs. 9-15-3. 

In paragraphs 32-34 of the report the Financial Commissioner discusses the p. Govt.’s no t£ 
progress during the cold weather of the campaign against the illicit distillation Page 2, para. 5** 
and smuggling of liquor conducted by Mr. Kemball, Superintended of Police, 
who was placed on special duty for the purpose. This campaign was a distinct 
success both as regards its tangible results in the capture of illicit stills and the 
detection of illicit possession, and also on account of the information and experi¬ 
ence acquired during the operations. If there are any temperance agitators or 
others who still regard illicit distillation, in Sir Michael Fenton’s words, as an 
official bogey, the detection of no less than 99 illicit stills in the cqurse of a 
campaign, the active part of which only lasted 3 months and was confined to 
five districts, should convince even those sceptics that the evil is a serious one. 

It is even more significant that two-thirds of the 182 raids undertaken by the 
special establishment were on villages not hitherto on the Excise Departments 
black list of suspected villages. The Lieutenant-Governor fully agrees with 
the Financial Commissioner that these special preventive measures are necessary, 
and it has been arranged that they shall be continued during the ensuing cold 
weather. 

The smuggling of country liquor' from Indian States, and especially from 
Nabha, presents almost as serious a problem as that of illicit distillation. 

An important conclusion, which is justified by the facts, brought to light in Page lo, para: 
the report of the officer who conducted this campaign against illicit distillation 33 * * 
is that we have in the past considerably underestimated the volume of illicit 
consumption in the Province. 

•.this offence is even more wide-spread than was supposed. $i* Q parft * 
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Year 1915-16. Total Duty Rs. 11-0-6. 

Page 8, para. Sl # There can be ht^ie doubt that we have at present only touched the fringe of 
the illicit distillation that goes on. To deal completely with a class of offence 
so easy of committal and so little condemned by public opinion is naturally no 
easy matter. 


Year 1916-17. Total Duty Rs. 10-5-9. 

P*ge 7, para. 19, The existence of illicit distillation sometimes makes it difficult to close or 
move shops against which there is popular complaint. 


t Year 1917-18. Total Duty Rs. 10-3-6. 

P. GoYt/suote; The report shows the increasing influence of local bodies on Excise policy 
Page 2, para. 3, an c( the - a id derived from their co-operation. It also illustrates the difficulties 
that would arise from local option in places ;(and they are not few in the central 
districts) where local opinion favours illicit distillation and cheap liquor 
supplies. 


Year 1918-19. Total Duty Rs. 10-14-4. 

P. GovVs note. The Dieutenant-Governor agrees with the Financial Commissioner that in a 
Page 1, pava, 2. province with an area of nearly 400,000 acres under sugar-cane the total prohibi¬ 
tion of liquor would only mean replacement of licit by illicit drinking, and that 
the policy already pursued is the best, namely the combination of the maximum 
of taxation with the minimum of consumption, subject only to the consideration 
that the price of country spirit must not be raised to such a figure as to en¬ 
courage illicit distillation and importation. 


Year 1919-20. Total Duty Rs. 11-6-9. 

Page 3, pirn, 4. The number of persons convicted for illicit distillation rose. 

p The accidental arrest of two men on the Rohtak Railway Station led to the 

^age 23 , para.» detection of illicit distillation on a very large scale. These two men when 
arrested were found to be in possession of 13 bottles of illicitly distilled liquor 
The men stated that they could point out the house from where the liquor was 
brought. This led to th© arrest of 9 other men with nearly 10 maunds of 
lahan and 8£- seers of illicit liquor. 

Page 25, para. In Amritsar two persons were arrested working a complete still in the heart 
89(2 ■ of the city. 

Page 26, porn. Two working stills and five complete stills (not in working order) and large 
39(a), (A). quantities of lahan and illicit spirit were seized in Gurdaspur. Illicit distilla¬ 
tion is still rife. 


Year 1920-21. Total Duty Rs. 14-14-3. 

Page3 para 4. Offences connected with liquor furnished as usual the largest number of 
* ’ criminals, 256 men were arrested for illicit distillation and 148 for illicit posses¬ 

sion of country spirit. 

Page 29, para. Illicit distillation in the Punjab is an art which has behind it the support 

31, 0 f tradition and is neither contemned nor reprobated by public opinion. It is 

easy, it is lucrative and it has the lure of adventure. The Punjabi has not 
spent his millions on litigation in vain. He has learnt enough about the law 
to know that it affords loopholes of escape for the illicit distiller, who can defy 
it by distilling it in open fields and taking to his heels on the first Bign of 
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intrusion. It is, in fact, a matter for some surprise that Excise officials should 
still be able here and there to catch actual cases of working stills such as those 
briefly described in paragraph 32 of this report. The Deputy Commissioner, 

Karnal, after dealing with the question of constant reduction of the number of 
•country liquor shops, remarks : “ The consequence of this reduction has been 
the springing up of illicit stills in many villages, an offence that was previously 
.practically unknown to the district (6 working stills being found in the year 
under report)”. Such arrests, however, will soon be a thing of the past both 
through the unwillingness of the masses to help and the wariness of the offen- 
-ders. The Deputy Commissioner of Hissar remarks :— 

“ Illicit distillation owing to the reduction of country spirit shops and to the 
very high retail prices in the district is on the increase.” 

The Commissioner, Ambala (Diwan Tek Chand), has commented on this in 
the following words :— 

** The situation is rather serious and deserves careful watching. Country 
liquor is selling at Hissar at Rs. 6 a bottle which is a very high price.” 

Other districts are equally emphatic about the increased danger of illicit 
distillation if the sources of licit supply are unduly curtailed. It is a practical 
question and not one of sentiment. Even in the year under report 256 persons 
were convincted of illicit distillation, 19 of illicit sales of liquor and 148 of 
illicit possession of country liquor, but these figures by no means represent all 
that was attempted, they only indicate a portion of what was detected. 

What is wanted is, Mr. Fagan thinks, a discerning and at the same time a 
firm treatment of the liquor problem or problems with full recognition of the 
possibility that some remedies may be worse than the disease. That a public 
■opinion which, it is held, desires a drastic restriction of consumption should 
at the same time look with no disapproval on illicit distilling is a fundamental 
inconsistency which the extreme temperance reformer must face. 

Year 1921-22. Total Duty Rs. 17-13*6. 

The cry that Government is “making money out of drink” is not peculiar Gori , g note# 
to the Punjab or to India. But it is regrettable that the anti-liquor movement pige l, par*. 2 , 
which has been so prominent in the Punjab, during the past year, has been 
political rather than social in character. Its objects have been not to check 
consumption of liquor generally, on social and industrial grounds, but to curtail 
as far as possible the Government Excise revenue, by a boycott of the licit 
liquor from which that revenue is very largely derived. The temperance 
•campaign wa§ therefore conducted not by means of lectures demonstrating the 
evils of drink, but by demonstrations against and attacks upon those who took 
any part in the trade in licit liquor. 

The large decreases in receipts throughout the Province under almost every p*ge 2 , psra, 8. 
head of Excise are due to the following causes :— ? 

(i) Decreased consumption, (ii) an increased amount of illicit distillation 
and smuggling. 

There is clear evidence that the decrease is only in consumption of licit p a g e 9 , para, 1 ft, 
spirit and that smuggling from Indian States and illicit distillation on a large 
scale have been resorted to by the people to satisfy their cravings for alcoholic 
stimulant with a cheaper and more potent liquor. 


Year 1922-23. Total Duty Rs. 21-11-9. 

The amount of licit liquor consumed in the year 1922-23 is now little more p. 0 o n » g note 
than one third of the amount consumed in the year 1919-20. Page i,pam. l.’ 

This great reduction in the consumption in the licit alcohol would be a P. Govt.’s note, 
subject for pure congratulation were it'not for the fact that there is reason to Page 1 , para. 1 .' 
suspect that part of the defect is made up by an increase in illicit distillation 
•and a consequent increase in the amount of illicit liquor consumed. 

The reports of all the districts in the central and eastern parts of the Province p ag0 4 pErft 6 
bear testimony to the increase in illicit distillation and this testimony is supported ” v ‘ 

by the fact that there has been a great increase in the number of convictions 
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Page 6, para, 9. 


Page 6, para. 11. 


Page 7, para. 11 


Page 8, para. 12. 


Page 10, para 


although even yet the number of convictions bears a very small proportion to 
the whole amount of illicit distillation that has been carried on throughout the- 
Province. 

The process of reducing the number of retail licenses for country spirit 
was continued and there are now only 525 country liquor shops in the whole of 
the Province. These shops are in the proportion of 7 to every 100,000 of the- 
urban population and 2 to every 100,000 of the rural population. This propor¬ 
tion is less than that of any other of the majof provinces of India. It is 
probable that we have gone too far in the direction of reducing the number of 
shops. 

The high price of country spirit, both plain and spiced, has undoubtedly 
given an impetus to illicit distillation throughout those areas where illicit 
distillation was common in past years. It has also stimulated the activities of 
smugglers from Indian States. Most of these States enjoy a concession under 
which travellers from the States into the Punjab are allowed to take with, 
them country spirit not exceeding one quart bottle in quantity. This concession 
is being abused on a very large scale. ' Even if a man keeps within the law 
he can make a large profit by going to and fro from an adjacent State and 
bringing with him one bottle at a time. In Ambala city, for example, there 
was a constant stream of men returning from the Patiala territory by train, 
each bringing with him a bottle of country spirit bought in the State. In 
Simla district a State shop opened within 50 yards of the British territory 
contrary to an agreement, which, had previously been reached between the 
Punjab Government and the State concerned did a roaring trade in the sale of 
country .spirit to people from the Simla District. The extent to which this 
trade of export from the State shops to the Punjab has reached may be judged 
from the fact that one shop in the adjacent State which used* to be sold 
for Rs. 28,000 two years ago is now sold for Rs. 1,20,000. The difference should 
have accrued to the Punjab Government instead of the State, because it 
represents entirely the profits derived from exporting spirits from the State into 
the Punjab. 

. The high price of liquor has also encouraged illicit distillation on a com¬ 
mercial scale. It is reported that in the Ferozepore district the Mahtams derive 
large profits by the ‘ sale of the illicitly distilled country spirit. They are 
said to have a regular system of guards, and as they carry on their operations in 
thick jungles on islands in the river Sutlej, it is almost impossible to get at them. 

There have been since the close of the year under report signs of a remarkable- 
increase in the supply of issues in bond to Indian States. It is believed by 
some people that much of this spirit finds its way back into the Punjab bv 
means of smugglers. 

There has been a slight increase in the number of convictions for drunkenness... 
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STATEMENT B. 


List showing the Still Hexd Duty, and I'eni fees per proof gallon in force during 

the following years :— 


Year. 

Duty. 

Vend fee 

Total. 





Rs. 

A. 

p. 

Rs. A, P. 

Rs. A. 

p. 

1901-02 

• • 

» 

. 

3 14 

6 

2 6 5 

6 4 11 

1902-03 

» 1 

t 


4 

9 

0 

2 7 6 

6 7 

6 

1903-04 

• • 






... 



190405 

» • 

• 


4 

0 

0 

2 7 6 

G 7 

6 

1905-06 

• • 

• 


4 

0 

0 

2 0 5 

6 0 

5 

1906-07 

• • 

• 


4 

TpySg 

3 

3 

2 3 4 

0 6 

7 

1907-08 

• # 



4 

3 

4 

2 7 6 

6 10 10 

1908-09 

• • 



4 

2 

8 

3 6 11 

7 9 

9 

1909-10 

• % 

• 


4 15 

5 

1 13 7 

0 13 

0 

19]0-11 

• « 

t 


5 

0 

0 

2 11 9 

7 11 

9 

1911-12 

• • 

t 


5 

0 

0. LJ j 

3 5 10 

8 5 

10 

1912-13 

* 

• 


5 

0 

0 

3 13 4 

8 13 

4 

1913-14 

• 

• 


5 

0 

0 

4 2 1 

9 2 

1 

1914-16 

• • 

♦ 


5 

0 

0 

4 15 3 

9 15 

3 

1915-16 


• 


G 

4 

0 

4 12 0 

11 0 

6 

1916-17 

• • 



6 

4 

0 

4 l 9 

10 5 

9 

1917-18 

• • 

♦ 


6 

4 

0 : 

3 15 fi 

10 3 

G 

1918-19 


• 


6 

4 

0 

4 10 4 

10 14 

4 

1919-20 

• • 



0 

4 

6 

5 2 9 

11 6 

9 

1920-21 

• • 



7 

8 

0 

7 6 3 

14 14 

3 

1921-22 

• • 

• 


10 10 

0 ; 

7 3 6 

37 13 

6 

1922-23 

• • 

i 


14 

1 

’ 0 

7 10 9 

21 11 

9 

1923-24 

• • 

• 


14 

1 

0 

8 0 0 (est.) 

) 22 1 

0 (est.) 
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It has not been found possible to find out why the figures in the last two columns differ so gTeatly from e&cli other, and from those worked out by this 
Association in column 8, 

Even if the Government corrected figures are accepted as correct, people living between shops have still over 15 miles to ti^vel in order to buy a bottle 
of Government liquor, 
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STATEMENT D. 

The population of the British Punjab consists of 19,974,956 persons. There 
are 33,560 towns and villages in the Punjab. It follows therefore that the 33,560 
towns and villages have an average population of 595*2 persons. 

Admitting that 600,000 proof gallons of spirit is a reasonable figure one can 
arrive at the daily average consumption per town and village by the following 
sum :— 

6,00,000 x 130 and -f- 100 equals 7,80,000 gallons at the usual issue- 
strength of 30 under proof. 

7,80,000 x 6 equals 4,680,000 bottles consumed per year. 

Divide this number by 365 and you get the daily consumption of 12,821*9* 
bottles. 

•Divide this number by the number of towns and villages in the Punjab- 
and you get the extraordinary low figure of *382 or approximately 
i bottle {4 pegs) per day divided among 595*2 persons. 

The same figures worked out a different way show that the average consump¬ 
tion per head per year is less than three pegs. 

The only Punjab Native State that we can compare the above figures with is 
Patiala, the largest of all. 

We have no guaranteed figures to go upon, but in a recent letter from, the 
Patiala State to a Distillery in British India the Excise Commissioner stated 
“ I shall be obliged if you will please let me know the rate and terms for the 
regular supply of Country Spirit by a monthly instalment of about 8,000 to 
9,000 gallons L. P.” 

This gives us an annual consumption of 102,000 P. Galls per year. The 
population of Patiala consists of 1,407,659 souls. The towns and villages 
number 3,524 and the average population per town and village works out to 
399*8 persons. 

The annual consumption is 1,02,000 L. P. Galls. Multiply this by 130 and 
divide by 100 and again multiply by 6, and the result shows that the State- 
consumed 795,600 bottles of spirit per year or 2,124*9 bottles per day. Divide 
2,124*9 by the number of towns and villages (3,524) in the State and you get 
the result *6029 or approximately §rds bottles per day among 399*8 persons. 

The average annual consumption per head (1,407,659 into 1,32,600 into 72 
pegs per gallon) works out to 6.86 or nearly seven pegs per head per year. 

Compare these figures with the above suggested Punjab figures and you 
will see that the Patiala State figures show that the consumption there per 
head per year is more than double the Punjab figures. 

Compare them with the actual Punjab figures (about one third odr suggested 
figures) and you will find that the consumption per head per annum in Patiala 
is no less than seven times greater than the Punjab consumption. 

Patiala people are not a different race with different habits. 

Conclusion. 

Our suggested consumption figures for the Punjab (600,000 L. P. Galls.) is 
a very conservative one. A vast amount of smuggling from Patiala into the 
Punjab must go on, and, as Government admits, illicit distillation in the 
Punjab is rife. 

The above figures are based on the Census Report for 1911, the 1921 Report 
not yet being available. The 1921 Report should show still worse results as the 
population will have increased. 
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Loss to Government. 

o 

§ <S o 

t? oo cf o 

S s s* 

£ CO ^ ^ 

: : J r-i co o 

• • • ^ co 

OJ ^ 
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® O «•> O O 

03 . . . 05 c O O 

M o © oj 

p o' o' o' 53 

os os as o 

K 

cs 

T3 <» IMh 

■s g»0 

pj j, . 

Ks. 

15 

15 

15 

35 

revenue in thre< 

Suggested 
normal 
issue. 

, 

600,000 

600,000 

600,000 

600,000 

Loss of ] 

Total duty ' 
realised. j 

| 

b 3 — o 

p 'nft in © • 

oo L- W «X3 O 

9$ • • . co cd of o' 

: : : cd^ io «>,. 
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- oo «o ^fi co 

Total duty 
levied per 

L. P. Gallon. 

, 
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^ rH i-H ■ i-H rH ©1 ©J 

Totals of plain and spiced 
Spirits issued from 
Punjab Distilleries to the 
Punjab N. W. F. P. 
and Delhi. 

| 

! 

1 

575,438,6 

636.382.8 

602.362.9 

343,546 

206,482,2 

180,000 

(based on 9 months figures 
31,926,57). 

! 
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Written memorandum of Rao Sahib Chiman Lai Khurana, Vakil, 

Bannu. 

Q. 39. —I do not agree to the assessing of agricultural income to income-tax 
at all, whatever may be the attiount estimated therefrom. The vast population 
of India is essentially agricultural and rural, the population of towns and cities 
is about 10 per cent, of the total population of India, agriculture proper supports 
about 71 per cent, of the people (besides the cultivators the villages contain 
many artisans, menials, etc., who also get their support from field produce) in a 
country where agriculture is the predominant occupation and field produce 
naturally furnishes the 'mainstay of taxation; at present according to statistics 
it forms about 30 per cent, of the revenue. The recurring famines and the 
economic distress show the inequity of increasing the burden of rent for the* 
cultivators and the various widespread long chain of rent receivers and rent 
payers including village menials, etc. There are host of middlemen between 
the big rent receivers and the actual cultivators who squeeze the cultivators 
out of the position of land-holders. No doubt this point to some extent justifies 
the necessity of our seeking the taxable surplus in the long array of intermediary 
dependents on the land rather than from the small holders whose economic position 
has deteriorated during these recent years. But this may take the form of 
Death duties upon estates, probates, etc. But to tax directly the income derived 
from land would be burdening very much and unnecessarily that section of 
the population which at the present day may be called the real population of 
India (from which the army is enlisted and labour is derived). 

Some have recommended a way towards the more equitable adjustment of 
taxing the land produce in the following manner 

(a) Assessing the income derived from land'by persons who do not directly 

work on the soil. 

(b) Fixing the revenue on agricultural profits of a representative economic- 

holding. 

(c) Exempting the uneconomic holding from any land tax. 

But the size of average economic holding would so vary in different provinces 
and the general problem would be so complicated to be worked out that the 
labour spent thereon and the discontent which will result therefrom would not 
be worth the amount which might be ultimately realized and added to the 
general financial capital of the country. 

Q. 51. —Yes, I do accept the proposition described in this question. Salt 
yields and can yield sufficient tax without really affecting in an appreciable 
manner the pockets of the masses. The actual amount which individuals have 
to pay per head on account of salt tax, if the tax be remitted, will be so small 
a gain to the persons concerned as would not make any appreciable difference 
to the gains secured by the persons concerned. No doubt salt is actual necessity 
of life, and if the Government can derive the amount required for its administra¬ 
tion from other sources, one would prefer to leave the actual necessities untaxed, 
but considering the following points I think it is but fair to tax this commodity 

(а) Those who use salt do derive benefit from the stability and existence 

of a civilized Government equally with their other brethren who 
are taxed for luxuries also. 

(б) Salt tax is in existence since ancient times. 

(c) In other countries also this commodity is taxed. 

( d ) Last but not the least, as already stated, the amount gained by the 

individuals by the remission of this tax is so insignificant, that it 
cannot be considered a hardship or a real substantial pinching of 
the pockets of the poor (as the extremist agitators name it). 

Q. 53 .—I quite agree, there is no other tax which will be less oppressive on 
poor general classes than the salt tax. Moreover the tax on salt can be collected 
with much more facility and leaves no margin of any person getting exempted 
in any way. Other grounds have been given in detail in answer to question 51. 

M 
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Q. 53 .—Rates of tax in India are no doubt lower than those imposed in 
most of the other countries but considering the general poor standard of income 
and living of Indians the resentment of the people'to further taxation is quite 
reasonable and natural. They do certainly, need Government protection and 
help for devising means to raise their general economic condition and capacity of 
production but these are points which may not be touched in answering 
this question and at this stage. 

Q. 87 .—I would at present suggest addition of the following taxes out of 
Annexure K—Advertisements, Auction Sales, Betting, Club Subscriptions, Enter¬ 
tainments, Motor Cars, Luxuries and Tourists. 

The above items are generally the result of Western civilization and follow¬ 
ing the mode of living obtained in those countries and as such they who enjoy 
the advantages should pay the taxes on the system in vogue in those civilized 
countries. 

Q. 88 .—-No doubt Stamp Duties are means of collecting taxes upon trans¬ 
actions {voluntary and involuntary). On account of recent amendments of 
the Stamp Act the matter has been sufficiently threshed out in the Legislative 
Assembly and Local Councils. At present they need no revision one way or 
the other as the effects of recent amendments must be seen for some time in 
order to form an opinion. 

Q . <?£.—Bantham’s views about interdicting taxes* on Judicial proceedings 
are quite in accord with those ^of the ancient Hindu and Muhammadan Law 
G-ivers and Commentators’ views and opinions. But the times have since changed 
and the mode of Government is now a days quite dissimilar to the ancient mode 
o ■: Government. On one side, while Indians accept Western civilized form of 
Self-Government, stable, strong and representative, capable of standing on its 
own feet and able to compete'with the Western countries in every way; then 
they must on the other side pay for the maintenance of that system of the 
Government of those countries (judicial administration being only a part of 
that). My opinion therefore is that litigation, which in other words means 
Judicial Administration should be taxed in such a way as to afford free justice 
to the real needy, and become a tax on those who indulge in litigation for 
the sake of litigation only. In other words I would not content myself to 
•collections of Stamps, etc., only to such an Extent as to provide the Government 
with funds to meet the cost of Judiciary, etc., but I would recommend that 
it should be done in such a way as to be a real substantial tax which might 
help to relieve less litigiously inclined and calm loving people some relaxation in 
the burden of taxes. Under the existing rules the real needy and deserving 
classes of litigants are already exempt and sufficiently safeguarded from Stamp 
duty by the exercise of discretion vested in the Local Governments in exempting 
from court-fees, petitions and applications in certain proceedings. 

Q. 90 .—To a great extent I do agree with Hobson’s statement that Stamp 
duties on deeds of disposal or transfer of property are in restraint of trade 
but the amount levied on stamps on such transfers and disposal of properties 
is such as it has not a real check on transfers or disposal of property and which 
may come to the limit of restraint of trade. Taxes so realized are spent for 
the protection of the people and for the upkeep of the Government. The people 
enjoying trade or ownership of property cannot do so unless they have got a 
stable and a strong Government to support, safeguard and enforce their rights 
to property. Therefore for this very reason alone they must contribute without 
; grudge or murmur towards the funds. 



Written memorandum of Khan Sahib RIR ASADULLAH SHAH, 
Extra Assistant Commissioner and Excise Officer, Bannu. 

Q. 23. —I agree with the statement entirely. 

Q. 61. —I do not anticipate the introduction of the policy of total prohibition. 

Q. 62 .—See answer to question No. 61. 

Q. 63. —All the statements referred to in the question are acceptable except 
as far as they concern the use of tobacco, which is not a luxury in this country. 

Q. 61f .—As a measure of taxation, the policy followed in this province is 
quite feasible. 

Q. 65 .—Most probably the lower rates of duty are fixed in areas notorious 
for illicit distillation. In introducing a uniform rate of duty it will be necessary 
to take effective precautions against illicit distillation. 

Q. 66. —As illicit distillation is not knpwn in this district I am not in a 
position to answer this question. 

Q. 67. —From the excise point of view it does not seem desirable that 
locally-made imitations of imported liquors should be taxed at tariff rates and 
given the same freedom from restrictions on transport as is given to foreign 
liquors. 

Q. 66. —I am in favour of imposition of supplementary duties on foreign 
liquors by Local Governments. 

Q. 69. —Credit for the amount cf duty realized on foreign liquors (imported 
or locally manufactured) should be given to the importing*province. 

Q . 70. —As tari is not grown in this district, this question cannot be answered. 

Q. 71. —I am not in favour of variety of rates of duty on charas and bhang 
as it offers an inducement for smuggling where duty is fixed at higher rates. 
I would therefore suggest a uniform rate of duty. 

Q. 72. —-From the point of view of taxation, as at present in force, the 
system of wholesale supply of intoxicating liquors and hemp drugs is not 
satisfactory. 

Q. 73. —From the point of view of taxation, the system of disposal of licenses 
for the retail vend is satisfactory. 

Q. 7If .—It is not necessary that everywhere the reduction in . the number of 
licenses for the retail vend of liquors should result in increase of value of 
remaining licenses. Such a reduction may result in increase of value in certain 
cases but where there is only a nominal or no competition at all such increases 
cannot be expected. 

Q. 75 .—As far as external smuggling is concerned, such a step does not appear 
to be desirable. 

Q. 76. —The system of employing salaried persons for the retail sale and 
distribution of opium is not in force in this district. But from my own view 
of the system I can say that its introduction will have no good effect on 
tfie revenue. 

Q. 77. —Further steps to check smuggling are necessary and thesef steps 
should be taken by the Government of India. 
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11th February 1925. 

Nagpur. 

Present : 

Sir Charles Todhunter, K.C.S.L, I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I., I.O.M., Maharajadhirajai 
Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E,, C.B. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Mr. J. F. DYER, I.C.S., Settlement Commissioner and Inspector- 
General of Registration, Central Provinces and Berar, was 
examined. 


Written memorandum of Mr. Dyer. 

I confine my evidence to three main points :— 

(1) Statistics available for the purpose of an estimation of the wealth 

of the country. 

(2) Land revenue assessment. 

(3) Registration fees. 

I deal exclusively with the Central Provinces and Berar, which are the only 
parts of India with which I have an intimate enough acquaintance to give 
an opinion of any value. Under each head I make my statement in a con¬ 
secutive form in preference to giving specific answers to specific questions 
in the questionnaire. I gather from the prefatory note to the questionnaire 
that the Committee prefer this method. I have endeavoured to make my state¬ 
ment as short as possible. 


1.—Statistics at present available for the purpose of an estimation of the 

COUNTRY. 

2. My personal views are stated in letter No. 354/XIV, dated the 19th 
October 1921 from the Revenue Secretary to the Central Provinces Govern¬ 
ment to the Secretary to the Government of India, Revenue and Agriculture 
Department, of which I attach a copy. I draw particular attention to para¬ 
graph 5 of that letter. My impression is that the further one i's away from 
the source of the statistics, the more ready one is to quote and use ‘them as if 
they were reliable. I notice, however, among Deputy Commissioners a marked 
tendency to treat agricultural statistics more seriously than in the past in 
the sense of their taking a personal interest in their correctness instead of 
regarding them as a purely routine matter in which the opinion of the Superin 
tendent of Land Records can be blindly accepted. There is also a steady 
improvement in the quality of the subordinate land record staff which collects 
the statistics in the first instance. In this province therefore we should 
gradually attain greater accuracy. 
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II.—-Land Bktontjb assessment. 

3. Most of my general iacas on the land revenue assessments in this province 
-are contained in Chapters XI, XIII, XVI and XVII of my Nagpur Settlement 
Report, and with four and a half years experience as Revenue Secretary and 
over two years as Settlement Commissioner, during which times I have had 
to deal, both in field and in office, with many settlements at different 
stages, I find little to modify in my opinions of eight years ago, except that 
increased prices have aggravated the evils of the present practice which I 
mention in the Settlement B export. 

4. I define a tax as a payment imposed by the State to meet the expenses 
of Government and a rent as a payment, either annual or capitalised, for the 
use of a commodity, which may or may not go to the State. If the commodity 
is land, the less rent the State takes, the more goes, in one form or another, 
into the pockets of middlemen to the detriment of the actual cultivator. In 
this province what we call land revenue is in practice an inelastic tax, because 
in each district it remains unchanged for 20 or 30 years irrespective of the 
increase in economic rent which occurs owing to rise in prices and the develop¬ 
ment of the country, but in nature it is an ever-decreasing fraction of th8 
economic rent of land. The lowness of the land revenues cannot be gainsaid by 
anybody who is acquainted with the facts. The attached extract from my 
last Season and Crop Report shows that it absorbs a much smaller proportion 
of the value of the produce than most advocates of moderation would urge. 
Sounder proofs of excessive moderation are :—■ 

(1) The existence of high premia, locally called nazarana. 

(2) The high sale prices obtained for land which can be freely transferred. 

(3) The existence of high sub-rents. 

5. I attach a copy of a report* on the resettlement of the Malkapur and 
Khamgaon taluks prepared by the Settlement Officer of the Buldana district 
in Berar. Appendix G (Statement of sales and leases) speaks for itself. 
Similar figures could be given for almost every part of the province, the 
multiples of assessment varying according to the state of development of the 
tract, but everywhere, except in a few backward portions, very high. To 
argue that tho ' prosperity of the cultivators is affected by the land tax*’ 
(question No. 97), when the most energetic of them are paying rents, say, 
ten times as heavy to private individuals, is to talk politics and not economics. 
Speaking generally, in the Central Provinces the most indebted class of land¬ 
lords are those who hold land free or on perpetual quit-rents or on a fraction 
of the full land revenue. Berar is a raiyatwari tract, where in theory the 
cultivators should deal directly with the State, but the statistics of the 
Settlement Officer, Buldana, show that the main cultivating castes pay far 
more to private persons ^or the annual use of land than they pay annually 
to the State. Further, the low pitch of the land revenue compels the energetic 
cultivator to spend far too much of his resources on purchasing land and 
leaves him without enough to put into the land when purchased. The monev 
for purchasing land is frequently borrowed at high rates of interest, often from 
the landlord and the interest is therefore disguised rent. A further evil o f 
the present rates of assessment is that there can be no efficient system of 
suspension or remission in bad years. In Berar lessees of the holders of survey 
numbers have no rights. In the Central Provinces sub-tenants find a place in 
the Tenancy Act and in law a suspension or remission is given to sub-tenants 
under section 65 of the Central Provinces Tenancy Act when the land revenue 
is suspended or remitted, but this provision is to a large extent illusory, as 
sub-rents are often paid in cash at the beginning of the season and the sub¬ 
tenant cannot get his money back if there is a subsequent suspension or remis¬ 
sion. I regard, therefore, the pitch of the revenue *tn this province is very 
detrimental to its economic development, in that it hands over an increasing 
share of the rental value of land to the middleman, who as a rule does nothing 
for the advance of the country, though the provincial resources are much too 
small for administration on twentieth century lines. 

6. I would deprecate any new taxes in this province while increasing sums, 
which will anyhow be extracted from the cultivator, continue to go to the 
middleman. For this reason I regard the recommendation in paragraph 11 of 
the Joint Select Committee on the Government of India Bill as very ill-advised. 


Not printed. 



182 


in particular, it should not have been given “without expieasing any judgment 
on the 1 question whether the land revenue is a rent; or tax” for that question 
is the crux of the whole matter. The persistent, demand that settlement pro¬ 
cedure and practice should be reduced to statute is the cry of the middleman 
and not of the cultivator, though I admit the latter often utters it in hope 
that in time he too will Jive on somebody else’s labour. In precise terms, as 
the opinions received by the Central Provinces Government on the bill framed 
for the Central Provinces in accordance with the recommendation and on the 
proposals for the resettlement of Berar, which is now starting, show, it is 
a call for the limitation cf enhancements to the vanishing point and the pro¬ 
longing of the term of settlement to infinity, so that the middleman may live 
in idleness at the expense of the cultivator, no matter how much the rent 
of land may increase. 

7. The author of the quotation in question No. 98 has presumably neither 

read Adam Smith nor studied the Central Provinces system. Adam Smith, 
in the very chapter of the “Wealth of Nations” in which he lays down his 
canons of taxation,—describes temporary settlements as “much more proper” 
than permanent ones, and he urges a land tax based on and varying with 

rents and not on the ability to pay of any idler that may hold the land. The 
complaint of “tyranny and extortion” may have had some basis of truth when 
our land revenue system was in its infancy, but it has none now, though 
petty exactions by subordinates have not yet disappeared. The time of pay¬ 
ment is carefully fixed for each district in accordance with its agricultural 
circumstances so as to allow the cultivator time to market his crops before 

any payment is demanded from him, and the instalments in which the payment 
should be made are left, at the time of the settlement, to his own decision. 
I have myself in the Nagpur district asked the assembled cultivators of over 
two thousand villages in what instalments they would prefer to pay, and 

in doing so I merely followed the usual practice. Moreover, the persons who 
are slowest in paying are rich absentees and middlemen who have let their 

land to real cultivators for many times the assessment. To urge that 20 per 
cent or any other percentage of the land revenue is spent on collection alone 
is to confess ignorance of the system of administration. 

8. I am opposed to a tax on agricultural income, whether with or without 
an exemption limit. In a province where very few cultivators maintain accounts 
and where the few accounts which are kept would not stand examination by 
an accountant, because they hopelessly confuse capital and income, a tax on 
agricultural incomes would have to be based on revenue payments, as was done 
in early Income-tax Acts. It would therefore be a great deal simpler and 
much more within the comprehension of the payers to increase the revenue. 
Moreover, an income-tax could not in practice be imposed without an exemption 
limit, and such a limit would, I consider be wrong in theory as it would not 
help the cultivator. My whole argument above is that as economic rent exists, 
it cannot be ignored and any exemption would not benefit the man who actually 
cultivates the land. 

9. I do not think that an exemption limit either of agricultural income-tax 
or land revenue would, if it were introduced, have any real effect on the frac- 
tionization of holdings, which are governed almost entirely by the personal 
law of the holders, but it would have an effect on paper, as joint family 
holdings would be shown as separate so that each might fall below the limit, 
as they are sometimes now shown to increase the number of voters in a family. 
In the Central Provinces there is a fee on mutations, but only the mutations 
of whole or parts of villages are entered in the mutation register. It Has no 
effect on fractionization and any increased mutation fees would not, I think, 
influence fractionization. The only way to prevent it is to abolish the Hindu 
and Muhammadan law of*property, which of course is not a practical proposition. 

10. Sir Ganga Ram’s proposal (question No. 120) is impossible :— 

(1) because it is in theory unfair; 

(2) because his tax would lead to endless confusion and corruption; 

73) because it would straight away multiply the revenue several-fold. 

One-sixth of the value of cotton reaching the railway stations t of the province 
in season 1923-24 amounted to about five crores, though cotton is important 
in only 7 of the 22 districts. The present land revenue for the 22 districts is 
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just over two crores. The year was one, be it admitted, of a good cotton 
crop arid record prices. 

11. I advocate that all land in towns should be assessed according to its 
non-agricultural value and that this assessment should be regarded as an integral 
part of the work of the settlement department. The tradition that land revenue 
should be assessed only on agricultural land dies very iard. In the last eight 
years much has been done in the Central Provinces to regularize the settle¬ 
ment of non-agricultural land. The method of dealing with such land as is 
the property of the Government is explained in R. B. C. IV-l. But to my mind 
the present practice does not go far enough, in that people who have held land 
from before the days when the Government first took up the question of assessing 
town lands are exempt from payment. I have always held that everybody, old 
residents and new-comers alike, should be treated uniformly. Our system is 
further incomplete, as it does not deal adequately with town, land in which the 
Government conferred malguzari rights at the time of the first proprietary settle¬ 
ment in the sixties, and the question of town land in Berar is just now beginning 
to be taken up. Income from privately owned town land in the Central Provinces 
is taken into consideration as sixvai or miscellaneous receipts, but such receipts are 
mainly from new land given out or on transfers and the main body of holders 
of land are not assessed. In Berar there has long been a system of levying the 
premia on land converted to non-agricultural purposes, but the system is now 
under examination to put it on more rational lines, and the old holders of property 
on Government land in the towns have never been assessed. I urge that the 
assessment of town land should be in the hands of the Government because 
experience has shown that municipalities invariably make a mess of the administra¬ 
tion of such land, but I most strongly advocate the continuance of the Central 
Provinces system under which four-fifths of the net receipts from land values 
in the town is handed over to the municipal committees for use in town administra¬ 
tion. If the Committee so desire, I shall send copies of the settlement reports on 
Khandwa and on the four towns of the Wardha district recently settled. 


III.— Registration fees. 

12. The statistics of the Registration Department in the Central Provinces 
and Berar in 1923 show that the expenditure was 35 per cent of the income, 
but this figure is entirely fallacious, as there are many items in the expense of 
running the department which do not and some which cannot appear in the' 
figures. Thus, we have many ex-officio sub-registrars who are Tahsildara and 
Naib-Tahsildars. All District Registrars ^re part-time men, whose main duty 
is regular district work. Registration offices are mostly held in district offices 
or tahsils in which the department sits rent free. Registration pensions also 
do not come into account. A proper classification of expenditure would increase 
it to certainly over half the gross receipts. While therefore all the excess of 
receipts over expenditure, as shown in the accounts, cannot be called a tax, 
a large part of it is, and I think that it is quite right that there should be a 
tax on registration, as the mere act of registration is not all the service which 
the Government renders to the persons who register documents. Thus, to quote 
only the most obvious example, good registration is based on good system of land 
records, most of which costs nothing to the people. I regard the raising of registra¬ 
tion fees as a feasible proposition, especially as it can be done without taking any¬ 
thing more out of the pockets of the people as a whole. The department is noto¬ 
riously corrupt, and I have done my best in the last two years to combat the corrup¬ 
tion. Clean work and higher fees would cost the people less than at present. The 
raising of the fees was suggested a year or two ago but was not accepted by the 
Local Government because the budget could be balanced without it. 


Mr. Dyer gave oral evidence as follows 

The President. Q .—You are the Settlement Commissioner and Inspector 
General of Registration of this province? 

A. —Yes, Sir. I am also Director of Land Records. Since the 1st January 
1923 I am also Secretary to the Local Government in the Settlement and Land 
Record Departments. This is the result of one of the recommendations of the 
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Retrenchment Committee. When I was the Revenue Secretary to the Local 
'Government for about 4£ years, I was also Settlement Secretary and owing to a 
variety of circumstances, I spent a good deal of my time on tour. I therefore 
saw things on the spot as well as dealing with office files. 

The Maharajadhiraja Bahadur of Burdwan. Q. —You say on page 181 of 
your written evidence that the pitch of the revenue in this province is very 
detrimental to its economic development, in that it hands over an increasing share 
of the rental value of land to the middleman. I take it that your idea is that 
the middleman should not exist? 

A. —Certainly, but he must exist in so far as he is one of the results of the 
mistaken policy of past generations. 

Q .—But how are you going to rectify it in future? 

A .—We cannol do that. The only possible way is to keep the middleman 
down to the minimum : that we are bound to do. The relatively small areas 

which have been given out in the Central Provinces since the proprietary settle¬ 

ment of the sixties been given on raiyatwari tenure, but they are cnly in the 
backward tracts of the province. 

Q. —Bo you depreciate any new taxes in this province? 

A. —Yes. 

Q. —But then supposing it was thought that some other tax should be introduced 
to supplement your resources, would you then deprecate it? 

A. —I would not supplement resources until we have tapped the land revenue 
properly. 

Q .—In tapping land revenue, I have read your note on nazarana and come 
cj the conclusion that of course you are opposed to nazarana. Do you think 

that even if you were to abolish it by legislation, it would be more or lest a 

paper transaction? 

A. —You cannot abolish nazarana effectively by any legislation. If you mean 
chat we should pass a law that nazarana is illegal, it would be futile to do so. 
It cannot be done. Even if it were attempted, it would have no effect. There 
is a vacuum, and that vacuum must be filled somehow. 

Supposing on nazarana you were to make your land revenue higher than 

ii is now; that is to say, at the settlement, I take it, you very often 

settle your standard rent not from the lower rent that prevails in the area, 

but you arrive at a standard by taking the highest rent in the locality, and 

then you fix your standard rent at the new settlement and so on* 

A .—That is not so in this province. I must always be clear whether I am 
speaking of the Central Provinces or Berar, because the Berar system is practi¬ 
cally that of Bombay, and the Central Provinces system is a cross between that 
of the United Provinces and of Bombay. As the result of a long-established 
custom, our Central Provinces tenants are really raiyats. They pay rent as fixed 
by the Settlement Officer and now-a-days the rent remains the same until the 
settlement is revised. The malguzars, who were made landlords in the sixties, 
are now really in effect people who collect revenue and get a very large percentage 
for doing so. They get also nazarana and the profits of their home-farm and 
also their miscellaneous income from forests, etc. It is a curious combination. 
You cannot call the malguzar either a rent collector or a zamindar. 

Dr. Hyder . Q .—What do you mean by nazaranal Is it a portion of the 
capitalised value ? 

A. —It is a portion of the economic rent capitalised. 

Q .—Wky is it that the middleman, the malguzar, and the tenant are parting 
their ways. I could understand if they want to sublet, but why should they 
reduce the real rent? 

A .—Because if they give out land on the full economic rent, that high figure 
is taken into consideration in fixing the land revenue, but if they keep the rents 
at the figure fixed by the Settlement Officer (some people lower the amount fixed 
by the Settlement Officer) the real value of the land does not come to the assets,—• 
to use in this province that futile word—that the Settlement Officer works on in 
fixing the land revenue. 
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Dt. Paranjpye. Q.—T>o you think it' would be possible to introduce a system 
in which nazarana would be entirely disregarded and land revenue fixed upon the 
net receipts? 

A.—What do you mean by net receipts? 

Q .—Net receipts of the half profits of the cultivation? 

A. —I think there will be a revolution in the Central Provinces if you 
introduce that system. I don’t think it is feasible, as giving a sum many times 
the present revenue. We are hundreds of miles away from the theoretical fixing 
-of revenue at half net assets. 

Q .—You know actually what the figures of the nazarana are? 

A. —We do not know. Our figures are only a guess. The nazarana figures 
are .sometimes not embodied in the transfer documents at all and frequently the 
■document is not exact, to put it mildly. The incoming tenant pays Rs. 2,000 
or so, and it is^ either put down as Rs. 200 or the document is complicated by the 
mention of a previous transaction, and frequently there is no document at all. 
The ascertainment of nazarana is a very difficult part of the duty of the settle¬ 
ment staff. I don’t pretend to say that the figures ascez'tained are complete. 
They are decidedly incomplete. 

Q .—You spoke of the home-farm of malguzars. Would it be possible to take 
the rents for these home-farm lands as the basis for seeing what the nazarana 
is ? I mean the difference ? 

A. —No it is not possible, because you may get a village where the home- 
farm is sublet at a very high, rent and where there is not even one penny of 
nazarana. 

Q .—How do you then fix your enhancements? 

A. —It is a cardinal policy of the land revenue department that if you are to 
■enhance the land revenue, you must do so gradually. It should be so fixed as 
not to upset domestic budgets too much. We have long had a system of 
deferred enhancement. The land revenue of a village is, say, doubled and 
the immediate net loss to the malguzar is very considerable, that is to say, 
the increase in the land-revenue is a great deal more than the increase in rents, 
because for example the village is very largely home-farm. Therefore we allow 
one to three stages of enhancement periods of five years each. Thus if there 
are three stages, the maiguzar pays the full revised revenue for the first time 
■only in the 16th year of settlement. 

The Maharajudhiraja Bahadur of Burdwan. Q. —Is there much sub-infeuda- 
tion here? 

A. —Compared with other provinces, I would say that there is not much. But 
we should tackle the question of sub-infeudation now, because it is at a stage 
when we can tackle it. If we allow the evil to continue for a couple of genera¬ 
tions more, we may not be able to check it at all. We have nothing like the 
sub-infeudation that exists in some parts of Bengal. 

—Has the excess in nazarana anything to do with the demand for land? 

A.—Yes, though the pressure of population on our land is not so heavy as 
in many parts of India. 

Q .—Will it amount to economic rent? 

A.—The interest on the nazarana plus the rent fixed by the settlement officer 
is sometimes higher than the economic rent. 

Q. —Interest alone, not the value? 

A.—Yes. Frequently, as I have said, the low pitch of the land revenue or 
statutory rent compels the energetic cultivator to spend 'far too much of his 
resources on purchasing land and leaves him without enough to put into the 
land when purchased. The money for purchasing land is frequently borrowed 
at a high rate of interest, from 12 to 25 per cent. It is often borrowed from the 
landlord and the interest is therefore a disguised rent, when the land¬ 
lord has got the tenant in his pocket. If we have a very good cotton season, 
he would at once pay. One of our difficulties, I may mention in this connection, 
is that our cotton prices do not depend on the local market, but on the fluctuat¬ 
ing price in the world market. If the cultivator gets a high price and a good 
crop, he pays the nazarana in the Central Provinces in cash. So also in Berar 
he will pay his high purchase price. If the cultivator has not enough money* 
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he will pay down partly in cash and partly by bond. Sometimes he gives the 
bond to the* landlord himself and sometimes he will borrow the money outside. 
I am collecting statistics on this point. 

Sir Percy Thompson. Q.— Is 'it not a fact that under the nazarana system the 
man who indulges in it escapes the progressive enhancement of land revenue 
which you say is the general policy of the Central Provinces Government l 

A .—In a way, he does. I have not been able to see any way out of that 
difficulty except gradually to enhance the revenue so as not to leave any 
margin for nazarana. 

Q —You enhance to a greater degree rents which are not subject to nazarana ' 
They will show greater tendency to advance than the rents which are paid 
subject to nazaranal 

A. —No, we enhance all rents on the same principles. 

Q. —Would you enhance low rent because it is too low as compared with other 
rents? Is it not unfair to the tenants? 

A. _I have urged for many years that the only way to cure this defect is to 

raise the rents gradually so as to reduce the possibility of nazarana. 

Q.— Do you think the tenant thinks of it? 

A.- —No, he does not think of it, because rents are as a rule so low that he 
does not give them serious consideration. Once I asked a man what his rent was 
He replied “ How should I know? I only bought my land ten months ago and 
I have not paid any rent yet.” 

The President . Q. —Is rent regarded sometimes as a registration fee? 

A .—That is the expression used by a Deputy Commissioner of Nagpur in 
1907. He used that expression first. 

Q, ,—In your definition of rent in the Berar Bill, would it not include nazarana ? 

A. —Yes, that definition should include nazarana. But our trouble is it is- 
impossible to treat nazarana as a form of rent. In my written evidence I define 
a tax as a payment imposed by the State to meet the expenses of government 
and a rent as a payment, either annual or capitalised, for the use of a commodity, 
which may or may not go to the State. My trouble is that I cannot think out 
any other satisfactory way of assessing nazarana except in the end by making 
it impossible by raising the annual payments. 

Dr. Ilyder. Q. —Cannot you estimate the nazarana and take account of its 
annual value in ascertaining the assets? 

A .—If I understand your point rightly, it is this. There has been a certain 
levy of nazarana which" should be taken into consideration in fixing the land 
revenue, but meanwhile the money that the malguzar received as nazarana 
has probably been spent in some way or other, frequently, as you Know, 
squandered. If you carry on the process far enough, you get a land-revenue 
which is theoretically fair, but which is more than the annual receipts from 
the village and the malguzar cannot pay it. 

Dr. Paranjpye. Q. —I dare say that nazarana is repeated frequently, is it 
not ? 

A .—It is in the nature of a windfall. You get some villages where the 
malguzar can take no nazarana at all, because the land is fully occupied. 
Circumstances vary. It may happen that none of the tenants die heirless 

during the settlement, and in some villages there may be many deaths without 

heirs during the currency of the settlement, e.g., during the influenza epidemic. 

Occupation may be expanding. There are some villages, for example, in the 

district of Nagpur where the nazarana has equalled 80 times the land revenue in 
the course of 20 years, because in this district, wiith the cotton boom of the 
last generation, land has beeai in keen demand. 

Sir Percy Thompson. Q .—In the case you mentioned before, i.e., payment 
of land revenue, if the malguzar does not pay, what happens? 

A .—Not many such cases have arisen. We get some cases where the 
rnalguzars do not pay for various reasons, but the evil is not serious. 

Q.— Would anything serious happen if you turn him out? 

A. —Nothing serious would happen. Of course he does not deserve any 
sympathy, but unfortunately the Indian Government is too sympathetic. Wo 
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are far too lenient in the collection of land revenue. I ffcund in Berar, when I 
was a Deputy Commissioner there three years ago, certain arrears of land revenue. 
The Tahsildars were issuing notices for payment absolutely without any regard 
to the reason for the delay and were forgetting to use section 117 of the Berar 
Code, which says if the man ts late in paying the land-revenue, the Xahsildar 
can, with the permission of the Sub-Divisional Officer, add a penalty up to 
25 per,cent. I told my Tahsildars to select one or two rich men and surcharge 
them the 25 per cent, penalty, with the result that all the arrears flowed in 
like water. When one Tahsildar tackled the very richest man in the taluk, the 
other people pa/id without any further delay. The promptness of the payment of 
land revenue in this province depends on fairness and strictness of collection. 
Very often it is found that the richest man and the absentee landlord is the 
defaulter and not the poor man. The rich money-lender is very often th* 
defaulter. Thus there is not much connection between the promptness of the* 
payment and the ability to pay. The settlement papers show this. The assistant 
settlement officers analyse the reasons for the existence of arrears and in th* 
Nagpur Settlement I found that the amount due from poor men was very small. 

A common type of figures is that Rs. 500 is owed by rich tenants, Rs. 250 by 
men who sublet and perhaps Rs. 50 by one or two poor widows. Some malguzars 
also deliberately encourage a policy of arrears so as to get the tenants into their 
power. I remember once talking about rental arrears to a retired Extra Assistant 
Commissioner. I had a pile of assessment papers before me and told him that 
“ I will tell you by simply looking at the name of the maJguzar whether or not 
rental arrears exist in this village I was wrong only in one village, 

and even in that village the malguzar had just bought the village and had 
not yet had time enough to introduce the system of piling up arrears. 

The Muharajadkiraja Bahadur of Burdwan. Q .—Do you use surcharge 
freely ? 

A .—I would, but it is not used freely here. 

Q .—It is just like money-lenders asking for extra interest, is it not? 

A .—It is not quite like that. It is a penalty for not paying on the fixed 
date. By statute we are allowed to do that only in Berar and not in the- 
Central Provinces. We had a discussion at the Commissioners’ Conference at 
Fachmarhi last June about lefying a penalty, and a recommendation was made, 
but in the end it was rejected by the Government. Even in Berar the rules 
under the law limit the penalty to 25 per cent. I made my Tahsildars never 
impose less than 25 per cent, when they used the power. 

(/.— In para. 3 of your answer where you discuss tax on agricultural incomes, 
it appears you are opposed to it and one of the grounds seems to be that you 
arc in favour of such a system which would exempt the class that do pay land 
revenue now? 

A.—No. That is not exactly my objection. 

Q .—Supposing you have a raiyat paying 50 rupees and your exemption limit 
went to people paying a hundred rupees, it would exempt quite a number of 
cultivators who now pay something. Apart from that question, is your opposi¬ 
tion because you th'ink that this inequal treatment is right or do you think, 
that in this country, where in theory the State is the real proprietor of land, 
that he tries to pay some kind of land revenue to the Government and he feels 
that he has got connection with the Government? 

1.—^It is not that. My first objection to an agricultural 'income-tax in sub¬ 
stitution for land revenue is that I hold that every man who holds land must pay 
something for it. Consider the anomalies which would come to exist between 
the Central Provinces and Berar. The cultivators in the C. P. and Berar are fuH 
brothers in origin, though owing to differences in the revenue policy of the 
British Government they look more like second cousins. If you introduce an 
agricultural income-tax with an exemption limit, the small raiyat of Berar 
would be exempted, whereas his full brother in the Central Provinces would 
continue to pay rent to the malguzar. 

Q .—When you say that the raiyat of Berar would be exempted, would it mean 
that be would be exempted from paying any rent, because there is no superior 
landlord there ? 

A .—The small man holding his own land (we .call him the Kahzidar there) 
would be exempted from paying anything, whereas His full brother in the Central’ 
Provinces will still have to pay his rent. 
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Q. —Apart from all political considerations, do you think, financially, that 
your Government woula suffer by such a substitution? 

A. —It is rather an indefinite question. 

Q. —Supposing the present system were abolished and you had a well-graded 
income-tax on agricultural incomes? 

A. —But why ask me to suppose an impossibility? 

Q. —Even impossibilities have sometimes to be put. 

Dr. Paranjpye. Q. —You want to get at the rent receivers. But according to 
the present rules, you cannot get at them. 

A .—I want to have the rules altered. I am talking as a result of 21 years* 
observation, not as a Secretary to the Government. Every one knows that my 
views are opposed to those of the Local Government. I think the Central Pro¬ 
vinces Settlement Bill is a bad one. 

The President. Q. —Is that Bill confidential? 

*4.—No. It has been circulated for - eliciting opinion. 

Sir Percy Thompson. Q. —Have you any objection in theory to an income-tax 
being superimposed on land revenue ? You said that land revenue is a payment 
for the use of the land and that it is a payment for an asset which the land¬ 
holder has and which a clerk, etc., does not possess. Now, should not a general 
tax like income-tax, quite apart from circumstances in India, apply to the whole 
of a man’s income, commercial or agricultural? 

A .—I realize v the necessity for an income-tax as an item in the financial 
system, but I would like to see it used as it was first introduced in England as 
a sort of balancing tax. 

Q. —It was intended up till 1877 to meet emergencies. 

A .—I object to an agricultural income-tax in this province, because it 
more a tax on industry than elsewhere. 

Q. —Why do you say that ? 

A ;—Suppose you have two brothers, they divide their paternal holding, and 
each gets, say, 20 or 25 acres. In 1 a good year of high prices, like 1923-24, one of 
these brothers, if he is a good cultivator, would come above the income-tax 
exemption limit and the other, who is a waster, will be below it. 

Q. —Would not that apply to any trade or profession ? The diligent or energetic 
man will make more money. 

.1.—I prefer income-tax as an emergency tax. In the case of divided family 
holdings, the difference that often exists between one and the other is simply due 
to the personality of the two brothers. Take again garden cultivation. Oranges 
are a most important form of garden cultivation here, which is extremely 
laborious and extremely profitable. If income-tax is levied as you suggest, you 
would be reverting to the old evil of assessing the garden cultivators relatively 
very heavilv. Some of the old heavy rates were reduced by Sir Reginald 
Craddock 30 years ago and again reduced by me 10 years ago. 

Q. —You would, only tax on total income. 

The President. Q. —Do you take account of character in levying income-tax? 

A .—-I do not regard income-tax as a good form of taxation, out here especially. 
The point is that in any form of taxation you should get away as far as possible 
from taxing industry, but in this province by taxing agricultural incomes you 
are going directly for taxing industry. 

Dr. Paranjpye. Q. —But your objection does not certainly apply to people 
who merely receive rents. 

A. —My objection is that one small man who is not energetic comes below 
the exemption limit, while his more energetic brother goes above it. 

Q. —But if the other man cultivates himself, would he pay it 9 

A .—You can get the same result better or more satisfactorily by enhancing rent¬ 
s'tr Percy Thompson. Q. —You would not get a.iy progression then. The 
larger incomes would not nay more than the smaller ones if you merely enhance 
-the land revenue. You double it for the poor as well as the rich man, so that 
the additional taxation is not progressive. 
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A .—I admit that. 

The President. Q .— With an income-tax you could tax unearned incohep- 
at a higher rata. 

A. —The proper way to tax unearned income is to increase land revenue. 

Dt. Paranjpye. Q .—That would be taxing earned as well as unearned incomes. 

A .—Take Berar. You get a fairly energetic man who owns 40 acres in his 
own name, for which he pays a land revenue of Rs. 80. He takes 40 acres more- 
land (on sub-lease) and for that he pays Rs. 800. He. is paying an economic 
rent of Rs. 880 for 8U acres of land. If you go along the Great Eastern road, 
you will find acres and acres of land belonging to wastrels which has been sub-let. 

Q. —It is these people you want to get at. * 

A. —You cannot get at them except by increasing the land revenue. 

Sir Percy Thompson. Q. —Supposing I hold land and pay Rs. 100 land 
revenue. I sub-let it for Rs. 1,000 and pocket the difference of Rs. 900. Your 
increasing the land revenue would merely go to the landlord and not to me 

A .—If you go far enough, there will not be enough for the subletting man to 
live upon. 

Q. —Do you mean that he would ificrease the rent? 

A. —He would give up his land. 

Q. —Take this case. I have no tenancy rights. I pay Rs. 100, you take 
Rs. 50 by way of land revenue. Supposing the land goes up in value and I let 
it for Rs. 1,000, draw the difference of Ks. 900 and live on it, and supposing 
you took a big proportion of the assets, viz., Rs. 100 instead of Rs. 50, I shall 
still have Rs. 900 to live upon. 

A. —No. If the land revenue went up from Rs. 50 to Rs. 100 you raise .the 
rent at the same time, and the more you raise the rent, the less the sub-lettang. 
man is going to get. My argument is that what an energetic man pays in 
rent and in sub-rent together are equal to an economic rent. It is a mistake 
to say that sub-rents in a district average Rs. 20 an acre and therefore Rs. 20 
an acre is an economic rent. It is higher than an economic rent, because it is 
being paid by people who are paying a great deal less for their own land. 

The Maharajadkiraja Bahadur of Burdwan. Q. —In paragraph 10 where you 
discuss Sir Ganga Ram’s proposal, you say that it would straightaway multiply 
the revenue several fold. Do you say this in the sense that the interest you 
would get from the sale of land will be more than your present revenue ? 

A.- —He took one-sixth of the value ‘of produce coming into railway station*. 
Our cotton crops practica’ly all go to railway stations en route for Bombay, 

A very small quantity, almost not worth while considering, is consumed by 
mills in the Central Provinces. The rest is rail-borne traffic and averages over 
a million bales. The value of these last year—a year of h>:gh prices and a 
fairly good crop —amounted to about 30 crores which one-sixth is 5 erores of 
rupees, against something just over 2 crores which is our present, land revenue 
for the whole of the C. P. and Berar. I mean that the rate is absurdly high, 
even if the proposition was a fair one, not that I object to high payments in 
general. * 

Dr. Paranjpye. Q .—Don’t you think it is also unfair on the ground that it. 
would hit only those people who export their crops? 

A .—My chief objection to it is its impossibility in practice and injustice in. 
theory. 

Dr. Hyder. Q. —I can’t understand how you make out that land revenue is 
an ever-decreasing fraction of economic rent. If you follow the half-assets rule, 
how do you make that out? 

A .—What do you mean by the expression ‘half assets’? 

Q .—The net profits of cultivation. 

A .—What are they? 

Q .—They vary from one Settlement Commissioner to another. 

A. —Our whole trouble is that we made a big mistake 60 years ago of having 
a thirty-year settlement in a country which in those days was absolutely undeve¬ 
loped and had not a single mile of metalled road. Just after this settlement there- 
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came the American Civil War, which pushed up the price of cotton. There was 
a tremendous development during those thirty years and railways came in. The 
first railway was about 1867. The line from Bombay to Calcutta via Nagpur 
was only completed in the early nineties. When we started the second settle¬ 
ments, we found that we had lost so much ground that any application of theo¬ 
retical standards was completely out of the question. Then came the 20 years’ 
settlement from 1900 to 1910. Very considerable development took place and 
t »'ie w i.s a pieat increase in the area under cotton. Again we lost ground, so 
that while prices stepped forward, three steps, we found we could only step up by 
ii.iH a step, because we could not increase rents and land revenue by too much 
in one step. If a man is paying land revenue of Rs, 500 and by applying your 
system of half-assets it is to be increased to Rs. 3,000, you cannot raise the 
revenue from Rs. 500 to Rs. 3,000 at one step. 

Q .—What is your system ? 

A .—My remedy is a series of settlements at short intervals so that we may 
have some chance of making up this leeway. That is quite a practical proposition, 
because the operations of settlement do not worry the cultivator at all. All the 
theories that we read in books about the constant worry to the cultivator are all 
ancient history. 

Sir Percy Thompson. Q .—Does it not r&lly come to this, that after a resettle¬ 
ment you ascertain the net revenue to be imposed and instead of 50 per cent, say 
3 f ou cannot possibly enhance more than so much per cent? 

A .—We do not worry about the gross output or the net output. We simply 
say that our rents are so much, that judging by the price of land, they should 
be several times that amount, that it is quite impossible to impose this enhance¬ 
ment at once and we find out what is the maximum we can impose without 
causing too much of an upset in the domestic budgets, and then having fixed our 
rents at that figure, we value the home farm at that figure, we take the 
miscellaneous receipts into consideration, add these together and take half of 
that. 

The President. Q .—That is, your maximum is modified by the idiosyncra¬ 
sies of the Settlement Officer, and again modified by the idiosyncraeies of Gov¬ 
ernment. 

A .—That again is theory. 

Q. —I see from the Nagpur Settlement Report what would have taken place, 
had some of the higher authorities not intervened. 

A .—I started with what I considered to be the excellent principle of making 
bigger enhancements at one time. It was followed for a tftne, but when some 
middlemen began to appeal (although as a matter of fact these appeals were, I 
was told, engineered by an Assistant Settlement Officer whom I had got rid of), 
the Local Government thought that there must be settlements which would cause 
no appeals. Such a settlement must, of necessity, be a bad settlement. 

Q. —Don’t you have appeals against every settlement in thousands? 

A. —No. 

Dr. Paranjpye. Q .—Are there any resolutions about them in the local 
Council ? 

A. —But these are put in by people who have scarcely seen a village. There 
are two resolutions against the Berar settlements, one by a district pleader and 
the other by a man who signs himself as a banker. 

Q .—Are not these put up by the cultivators? 

A.— No. The district pleader, being a resident of the district where the 
settlement is going on must, of course, bring in a resolution against it. 

Q .—Do you mean Mr. Kanetkar ? 

A. —Yes. 

The President. Q .—Whatever view the Council takes, do you think it is practi¬ 
cable to increase the rent? 

A.—I think it will be opposed, but it is the only thing to do. 

0 ..—Is there any chance of its ever being carried out? 

A .- —That depends on the Local Government. 

Q .—I take it that taxation is only part of the object of settlement. 
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*4,—Yes, that is a thing I am very emphatic about. In your note on the C. 1*. 
evidence you talk of the ve*ry elaborate system of land ^revenue, involving Die 
most elaborate cadastral survey in the world. I doubt if that statement is quite 
exact. 

Q. —Not as regards the survey here? 

A. —I mean the world at large. 

Q .—I think it is true as regards the Madras Revenue Survey. 

A. —Even supposing you had a permanent settlement straightaway, it wifi be 
necessary to maintain our present land records practically as they are. 

Q # —It is proposed to define a settlement as the result of the series of opera¬ 
tions regulated by Chapter VI of the Central Provinces Land Revenue Act, 1917, 
whereby the rights and liabilities of proprietors and tenants in a local area are 
determined for a period. There is no mention of taxation,in the definition of 
settlement. 

A, —When a - settlement staff actually works in a village, the major portion 
of the work is the checking of the land records, to see if they are correct, and a 
very important part is the recording of the village customs. 

Q. —Supposing you had a clean sheet, would you combine the taxation aspect 
of the land revenue with this settlement of rights and liabilities, or would yon 
separate them ? 

A. —I would still .combine them for the reason that the man who goes into 
ah these questions of land records gets a knowledge of the village that no other 
man can get. 

<3*—There is another definition in the Berar Bill. I see that settlement is 
referred to as based on a valuation of the land. Do you think it would be 
practicable to convert your settlement to a tax on capital value? 

A.—Quite impossible. 

Q.— Is not the whole of your settlement based either on annual or capital value? 

A. —It-is based only on annual value. 

Dr. Hyder . Q .—You would get the capital value by capitalizing the annual 
value. 

.4.—Why convert your annual value into capital value, and then convert it 
back again into annual value? 

Dr. Paranjpye. Q. —But you don’t bother about value in lixing your assess¬ 
ments; you only increase by 33 per cent, as I see in one of your reports. 

A. —There are some very backward parts where even 33 per cent, might not 
bo taken. For example, in the wilder parts of Chanda, the standard might he 
below 33 per cent. But in most districts, 33 per cent, is very small enhancement. 

The President . Q.< —I find from the Nagpur Settlement Report that you only 
look into general circumstances, such as the condition of the cultivator, the demand 
for land as indicated by the sales and the assets. 

A. —The Nagpur district is far from homogeneous. There are quite backward 
parts, where one has to move with caution. In the district as a whole the 33 
per cent, taken is a great deal less than theory says should be taken. 

Q. —I am not talking for a moment about the rate you can take, that will be 
a separate function altogether. Instead of going through the net asset calcula¬ 
tion which depends on so many variable circumstances, you should base your 
calculation simply upon the capital value. 

A, —How are you going to get your capital value? 

Sir Percy Thompson. Q .—You cannot get it except through annual value. 

Q .—What about the record of sales? 

A .—The record of sales is surely a record of capital value, but they are not 
nearly complete. If you want to value the whole district, you have got to get 
the record of sales for the whole district, but these sales only take place hsra 
and there. In some villages you will not get a single sale in the course of the 
whole period of the settlement. In other villages, owing to various circum¬ 
stances, you will get a number of sales. 

The President. Q. —Does not the same thing apply to leases? 
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4.—You get leases in every village. 

Q ,—If you get leases, can’t you calculate the value from them? 

—But why a step forward for the sake of going a step back again? 

Q .—Because your .settlement based on annual value is rather extraordinary. 

.4.—What is capital value except a capitalization of the annual value? 

Q. —But the annual value you take is far below the actual annual value. 

4.—'We know it is. 

Sir Percy Thompson. Q. —You take revenue at something very considerably 
less than the annual value. If you take the capital value, you would have to 
make the enormous enhancements which the Government of the Central Provin¬ 
ces fears so much. 

A. —Yes. 

The President. Q .—You don’t take annual value, you take an empirical figure. 

A .—Not empirical. 

Q .—If you take a proportion on the capital value you would have one rate of 
taxation for the whole province. At present the rate varies from village to 
village. 

A. —I want the economic rent to come to the Government as land revenue, 
and the same quality of land in different positions should pay different rates of 
land revenue because the rent is different. 

Q .—The annual value differs but the share on annual value would be the same. 

.4.—Don’t we do that now? The- evil can be removed by reducing the period 
of settlement. 

Q ,—You will find that the districts that were settled before the war are 
paying half of what the districts that were settled afterwards are paying, because 
the settlement is revised in accordance vftth prices. 

4.—But that is impossible in our province. Here we have got to disregard 
prices. The difficulties arise because we had a 30 years’ settlement when the 
province was very undeveloped and the value of land was just beginning to rise. 

Q. —Would those difficulties arise if your law simply said that you could take 
a percentage on the capital value? 

4.—Are you going to have a valuation every year? 

Q .—I suggest what America, New Zealand and other countries do. 

4.—I think the conditions there are different from those in India. 

(J .—In what respects? 

4.—The important thing is the size of the holdings. Secondly the difficulty, 
especially in this part of India, of getting accounts. Some of the people in the 
Central Provinces are so primitive that they keep their accounts in cow dung 
streaks on the wall. It is very difficult to get proper accounts. 

Sir Percy Thompson. Q. —Suppose you have the whole province mapped out 
into plots of land. Suppose the annual value is £55; the capital value will be 
£100. At present you take varying proportions of land revenue because you 
come up against limited enhancements. Similarly if you begin to take a propor¬ 
tion of £100, would not the same difficulty arise because equally you come up 
against that enhancement? 

A. —Yes, 

Q. —Does not. that proposal admit that land revenue is a tax • 

4.—I call land revenue not a tax but an ever decreasing fraction of the 
economic rent. 

Dr. Ryder. Q .—I cannot accept that statement. 

.4.—I am only stating exactly the facts as they exist at present. P do not say 
it should be, but I say it is. My trouble is that people who argue for permanent- 
settlement have no knowledge of facts at all. For instance, the gentleman who 
has written this book (Prof. C. N. Vakil) does not know a single fact about this 
province. Judging by what he has written, he has never seen the Central Provin¬ 
ces. His statements are nonsense. 

The President. Q. —Has your malguzar no rights over waste? 
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A. —He has. He is the proprietor of the whole village area, except that we 
have also got the maHk-makbvza ,—that is, the plot-proprietor. He is a man who 
was given proprietary rights at the first settlement in virtue of ancient possession 
over the land in his own cultivation. Apart from him, and in many villages 
he does noo exist, the malguzar has proprietary rights* over the whoJe village, 
and he can give out wa^te for cultivation and if the waste produces anything, ho 
can appropriate it, subject always to customary rights of use/. 

Dr. Paranjpye. Q. —Dies he get mineral rights? 

A. —No. Except in the few scattered villages given out under the Waste 
Land Rules ; I know of only one waste land village in which so far minerals 
have been >ound. Glider the C. P. Land Revenue Act and the Berar Land 
Revenue Code mineral rights are vested in the Government. The holder of the 
surface has only surface rights. In some parts of the province the income from 
the waste is very considerable. 

The President. Q .—Is this waste assessed’ 

A. —It is assessed under the head Siwai, that is, miscellaneous income, 'We 
find out the income at the timp of the settlement. 

Q. —If he chose not to cultivate it, he will pay no revenue ? 

A. —No, if he does not get any income, he will not pay any land revenue. 
There may be land available for cultivation but still under waste. But so long 
as he does not make any income, he is not assessed. 

Q .—If the man did not cultivate it purposely ? 

A .—We have to ascertain whether that is due to some decline in the 
village or due to retardation. For instance, in one village I found that the 
occupied area had decreased by about 300 acres, when the people in all the 
villages round about were applying for land. This man was deliberately holding 
back that land and I assessed it. If we find deliberate retardation, we assess the 
land. 

Otherwise lands not occupied are not charged ? 

A .—They are not charged. It is quite common in certain districts. Certain 
lands will be out of cultivation not on account of any decline but because they 
are kept for some communal purpose, e.g., as standing ground for cattle. 

Q. —Do you survey the whole village or only the occupied land ? 

A. —The whole village. In the C. P. all our villages except some very back¬ 
ward ones, where cultivation is still unsettled, are traversed and the detailed 
survey filled in. In the raiyatwari villages in the C. JP. we follow the system 
adopted in Madras. In Berar we follow the Bombay system. 

Q .—At the end of 30 years you have got to resurvey the whole ? 

A. —No; not the whole, because our patwaris are supposed to keep the map 
up-to-date year by year and their maintenance is everj^ year improving. 

Q .—But if you have no triangles or offsets how can you keep them up-to-date? 

A. —The patwari is now' supplied with a map on good drawing paper. Suppose 
ip the course of his annual work he finds that a field shown as one in the map 
has been divided by two brothers, he alters his map to show the partition. When 
his map has become unserviceable through age or numerous alterations, he is 
called in to headquarters during the monsoon and there he prepares under super¬ 
vision a new up-to-date map. Our theory is that the land records staff are keep¬ 
ing the maps absolutely up-to-date every year. We do not, of course, obtain 
perfection, but still the maps are kept almost up-to-date. 

Q. —Is the record of rights and tenancies strictly up-to-date? 

A. —What we have got is a record of rights prepared at the settlement and 
then corrected every year in what we call the annual papers. The record of rights 
is prepared under closer supervision than the annual papers. At (Settlements 
the annual papers are checked by a process we call attestation . The revenue 
inspector goes through the records and checks them in consultation with the people. 
The Assistant Settlement Officer again examines them and they are passed by 
the Settlement Officer. As a rule, the task.of getting the records up-to-date is 
very small. 

Q .—How long does it take ? 

H 
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A. —For a village of 1,000 acres it takes, with the check of the soil classifica¬ 
tion, about a week or ten days. Our work is simple, as our sub-infeudation is 
rot so great as in other parts. 

Q .—You say the cost of settlement is paid by the increase of land revenue? 

A. —That depends iujSon the settlement. Take for instance the Betul settle¬ 
ment. It would be unfair to take the whole cost of settlement against increment 
of the land revenue, because in that particular district the preparation of a 
good record of rights was a great deal more important than the enhancement of 
the land revenue. 

Q .—Record of rent, or record of rights? 

A. —Record of rights. The record of rent does not cause much trouble. A 
man in that district would say nothing if his rent was raised, whereas he would 
be full of indignation if a mahua tree which he claimed were recorded in another 
man’s name. 

Q .—Can you give us an idea of the proportion of cost of collection to the land 
revenue ? 

A. —The Patwaris are paid by commission. They are paid out from the 
general revenues at commission rates. 

Dr. Paranj'pye. Q. —In the malguzari villages no commission is paid. 

.4.—We have already given the malguzar about 50 per cent. Take the case 
of Berar. The patel is the village headman and is a very important man. In 
a Berar district, if you have got a right sort of patel, the rural affairs can almost 
manage themselves because he is a man honoured in his own country and he does 
a lot of useful work. He has also got certain definite duties under the Criminal 
Procedure Code, and you cannot say that his commission, which averages about 
3 per cent, on the land revenue, is the cost of collection of land revenue. 

The President. Q. —The Patel in a rich irrigated village gets more. 

A .—I admit that it is an anomaly in this commission system. You may have 
a big important village in Berar with poor soil where because the land revenue 
is less the patel gets less commission. 

Q .—Have you an association of patels ? 

A. —No; but they are always asking for higher pay. The chief trouble in 
Berar is in connection with the patwari, not in connection with the patel. He is as 
a rule a substantial cultivator in addition to his commission from the Government 
and the commission is not a seiious consideration to him. But if he is hot a 
cultivator, he gets a great deal less. 

Q .—Do you charge fees for mutation? 

A. —Yes. 

Q .—Under what law? 

A. —Under the rules under the Land Revenue Act and Code. 

Q .—Do you get a record of all tenants? 

.4.—Yes; in the C. P. in the village hhasra. In the tahsil we have a register 
of proprietary fiights called the Mutation register. The mutation fees are 8 
annas per Rs. 50 land revenue if the change ia by transfer and 4 annas if by 
inheritance. 

Q .—Have you calculated the proportion borne by land revenue to economic 
rent ? 

A .—You have got some figures in the Settlement Reports. I always argue 
that these sub-rents are higher than the economic rent. They are paid because 
the man is paying less than the economic rent for his own land. 

Dr. Paranjpye : Q .—Then why does he take additional land? 

A. —Because he knows he can make some profit. 

Q. —Then certainly it cannot be higher than the economic rent. 

A. —Suppose he has 40 acres for Rs. 80. Then he takes 40 acres more for 
Rs. 800. The total rent is Rs. 880. You must divide Rs. 880 by 80 to get the 
economic rent of the 80 acres. He pays the Rs. 800 foa< his sub-lease land because 
he is paying very little for his own holding. 

Q. —If there is loss on the second 40 acres, why should he take it up at all? 
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A. —It is not a loss, the cultivator has to give up to the landlord a part of his 
legitimate cultivating profits, which he can afford on account of his low statutory 
payment for his own land. 

The President . Q. —How do you define economic rent? 

A. —What a prudent man would be -ready to give for the annual use of *ne 
land. 

Q. —It has nothing to do with the margin of cultivation? 

A .—I believe that in practice it is often the land on the margin of cultivation 
that goes into cultivation first and the richer lands go only later. 

$.—We are trying to have some sort of means to compare the incidence of 
land revenue in the different provinces but the only one seems to be the percentage 
of the land revenue to the economic rent. Taking the ordinarily accepted defini¬ 
tion of that phrase, can you tell us how that can be worked in this province? 

A. —Find out what good, progressive cultivators are paying as rent and sub-rent- 
Take these two together as the economic rent. When I was holding a meeting 

recently in Berar, of people who were protesting against the settlement and the 

Tahsildar sent round notices asking the people to represent their views, I found 
that the three people who sent out the unofficial whip were all money-lenders. 
The man who cultivates the land should have the security of land and security of 
payment. My argument against taking the figures of sub-rent as an indication 
of economic value is that these sub-rents are high to some extent because they 
are paid by people who hold land on protected low payments. 

Q .—Could you give us the figures? 

A .—I could give you the figures only after an examination of the villages. 

Q .—We are trying to get this so as to make a comparison of each province. 

A. —I am actually dealing with the rent-rate and assessment report of a group 
in the Narsinghpur district, a rich rabi district. One of the difficulties is that 
probably the figure of sub-letting is concealed and the man who says that he is 
subletting for half batai is probably taking a large sum in cash. 

Q .—All round tenancy rate? What does it mean? 

A. —The average rent, the rent paid to the malguzar. Talking roughly if 
Ks. 2-12-0 is economic rent, the land-revenue on it would be in this group 0-12-0. 
It will remain at 12 annas for the rest of the thirty years, unfortunately. 

Q. —In that case land revenue would be only 25 per cent., is it not? 

A. —Yes. This is an exceptional group for the district and the ratio is some¬ 
what high. It is a washed out group on either bank of the Nerbudda and the 
sub-letting figures are low compared with the rents. 

Q .—Do I understand firom the supplementary note that you are going back on 
■the experiment of amalgamating the registration and land records departments? 

A. —It does not work. There has been no real amalgamation at all except 
that the Director of Land Records is now the I. G. of Registration and in a 
few places where the work is light the Shb-Registrar is also the Kanungo cr 
tahsil revenue record keeper. We have a Sub-Registrar spending nine-tenths 
of his time on kanungo's work and one-tenth on registration work. 

Q. —You have never tried to keep the record of rights at registration offices. 
AH transactions relating to those survey numbers will go to the same portion of 
registration books? 

A. —That is in a way the system which is in vogue only in Berar. Even there 
it is new and we do not want to make too many experiments so soon. 

Q. —Is registration absolutely necessary for the sale of land under a hundred 
rupees ? 

A.—No, it is for sales over hundred rupees that it is necessary. 

The Maharajadhiraja Bahadur of Burdwan. Q. —Among the malguzars on an 
average can you tell me what they pay. Rather who is your biggest malguzar 
and who is your smallest malguzar ? 

A. —A malguzar in the Central Provinces pays anything up to, I would say, 
the maximum of about a lakh of rupees. There are none here who pay 5 lakhs 
<or 4 lakhs. But we have in certain districts people we call zaraindars and they 
pay a varying hut usually low fraction of the full revenue as takoli . The average 
malguzar has got a scattered estate. For example, take the malguzars of the 

N 2 
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Nagpur district. They may have bought villages here and there, and consequently 
their estate is scattered over many tahsils or even many districts. There are 
many men who hold villages also in Wardha and Chanda districts. 

Q .—Your malguzar here too although he may possess more land than an ordi¬ 
nary cultivating raiyat, his revenue also is liable to reassessment after thirty 
years? 

A .—Of course. At each settlement, usually every twenty years. 

Dr. Paranjpye . Q. —You speak about lands in the towns. What would you 
say to handing them over to the municipalities? 

A .—I should oppose it straight away. I give you an example for my reasons 
of doing so. A case was recently brought to my notice by a Settlement Officer. 
Under our system the local bodies are consulted when thes 3 plots are sold. Three 
men applied to lease certain plots. The locaTbody, without giving any reason 
for their decision, recommended that two men should be given the land and the 
third man should not be given. The reason, I found out afterwards, was that 
the two men were connected with the municipality and the third was not. More¬ 
over the municipality has not the courage to tax the lands properly. In the 
nazul circular attached to my evidence we are just taking away the collection of 
nazul revenue from the municipalities and giving it to the tahsildars. In practice 
we found that the municipalities allowed the accounts to fall into a hopeless state 
of arrears and so we have authorised the tahsildars to do this work. We give the 
municipalities four-fifths of the net revenue. The Government gets the total 
revenue, and after deducting the expenditure for maintenance and staff, we give 
four-fifths of the remainder to the municipality and one-fifth the Government 
takes. 

The President . Q. —That is a disguised subsidy? 

A. —Yes. 

Dr. Paranj'pye. Q. —Why do these lands become important, is it because the 
municipalities are there? 

A .—It is not due to the municipalities, but it is due to the large congregation 
of people. The value of the land is due to the collection of people 
owing to the advantageous position. The municipality provides amenities 
such as roads, etc., for which they get the bulk of the land revenue in the form 
of a disguised subsidy. 

I therefore say that the whole of the town lands should be assessed through¬ 
out. 

The President . Q. —Have you made any rough estimate of the number cf 
people who would pay agricultural income-tax? 

A .—I do not think the Government has ever attempted to do this and I do 
not think it is a feasible proposition also. But one thing is this. Take the cotton 
crop and its price this year and last. The difference would be very great. You 
must get big fluctuations in income when prices vary according to conditions in 
other countries and not according to the local conditions. The number of 
assessees to an agricultural income-tax would thei'efore vary much from year to 
year. 

Q. —Have you any idea how many malguzars would pay if their rent receipts 
above the exemption limit were taxed? 

A .—It would be very difficult to find out because the malguzars have 
their estates so scattered over many places. In Nagpur district if we were to try, 
it would mean a lot of tabulation, etc. For example, in collecting figures for 
indebtedness, I found it very difficult, because the same man holds villages here 
and there and the figures tend to get confused. 

Q .—Apart, from the criticisms you have made, it would be a material factor if 
we find on taking estimates of the provinces that the income is very small. In 
the Punjab for instance it will be I think 2,300 people who would pay it, 

A .—I would not hazard any figure. 

Dr. Hyder. Q .—In your definition in the bill you have got the definition of 
lambardar, mukaddam, etc., but not of 3 malguzar, why? 

A .—Keally speaking malguzar is a wrong term, it means the man who handles 
land revenue. In this particular province the term zamindar was reserved for the 
man who was originally a sort of Feudatory Chief. The malguzar was originally 
only a village farmer and when proprietary rights were given the term should 
have been dropped. 
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Iit.-Colonel H. de L. POLLARD-LOWSLEY, Chief Engineer, 
Public Works Department, Central Provinces and Berar (Irri¬ 
gation Branch), was next examined. 


Written memorandum of Lt.-Col. Pollard-Lowsley. 

Q . 15. —(1) The charges levied for water supplied for irrigation at present 
produce a return which little more than suffices to cover the cost of the main¬ 
tenance and running expenses of the Government irrigation works in the province. 
The following* figures compare the results of the last three years. They exclude 
figures of the cost of maintenance and running expenses of works for which 
capital and revenue accounts are not kept, as these figures are not recorded 
separately :— 


— 

i 

Revenue 
i from capital 
| work. 

j 

Revenue 
from non- 
, capital work. , 

i 

Total 

revenue. 

1 

| Cost of main¬ 
tenance of 
capital works 
including 
indirect charges. 


! Rs. 

j Rs. 

1 Rs. 

| Rs. 

1921 -22 

1922- 23 

1923- 24 

4,77,671 
11,04,611 
. 1 10,37,469 

94,025 

1,22,139 

1,35,163 

i 5,71,696 

1 12,26,660 

| 11,72,632 

9,32,087 
j 11,37,851 

! 10,97,497 


(2) It is not possible to judge the adequacy or otherwise of the existing rates 
without first explaining the circumstances in which State irrigation was intro¬ 
duced into the Central Provinces and the return that it was expected would be 
received from it. 

Up to the commencement of the present century, there was no State irrigation 
in the Central Provinces. Though in the past there had at times been consider¬ 
able crop failure due to scarcity or ill-distributed rainfall, the province had been 
regarded generally as fairly secure from famine, and it was not considered 
justifiable to expend on its protection the large suras that would have to be 
expended if the construction of irrigation works was undertaken by Government. 

The famines of 1896-97 and 1899-1900 brought the necessity for protection 
prominently to notice. In 1899-1900 a sum of nearly Hs. crores was expended 
in the province on direct relief, while further indirect expenditure of about 
Hs. 1^ crores was incurred. The total expenditure incurred in the famine of 
1899-1900 was thus about Rs. 6 crores, which is approximately the same as the 
expenditure since, incurred on the construction of State irrigation works. 

(3) As a consequence of the famines of 1896 97 and 1899-1900, the Indian 
Irrigation Commission was appointed mainly to enquire into the extent to which 
the policy of the construction of State irrigation works should be undertaken 
as a protection against famine. It is unnecessary here to refer in any detail to 
the reasons which led them to make their recommendations, and it will suffice 
to say that they recommended the construction of State irrigation works pri¬ 
marily to secure the partial protection of the rice area. Full protection was no! 
advocated, and indeed the Commission stated that it could not be provided except 
at a prohibitive cost. The Commission did not anticipate that any net profit 
would be obtained from irrigation works in the province and they contemplated 
that it would be a long time before the cultivators would pay any appreciable 
Tate of irrigation. They regarded a rate of Rs. 2 as likely to be obtained only 
in the most advanced rice areas after a very considerable time, and referred to 
the very low ra^ of land revenue as likely to prove a bar to the rapid enhance¬ 
ment of irrigation rates. They considered that eventually the receipts from 
State irrigation works would not exceed one per cent of the cost of their construc¬ 
tion., 

(4) Now the conditions in which irrigation is effected in the Central Provinces 
-differ consinderably from those in most other provinces in India. In the large 
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irrigation provinces of the Punjab and United Provinces and in Sind, crops, 
cannot be grown without irrigation and there is an assured market for irrigation 
in all years. In the Central Provinces some sort of crop can be obtained iji 
practically all years without irrigation and in many years, unless some incentive 
is provided to establish a regular demand for irrigation, the cultivator will either 
refuse to take water or will defer taking it until it is too late for him to benefit 
materially from it. This incentive has been provided by the introduction of a. 
system of agreements under which whole villages agree to pay for the irrigation 
of the whole area cropped with rice in the commanded area in all years, whether 
they take water or not. At one time agreements could be made for periods of 
one, five or ten years, but it has now been decided that all agreements shall be 
for a period of ten years. 

Government undertakes, in the case of villages which enter into agreements r 
to supply water at specially favourable rates, and when the outturn is unsatis¬ 
factory to give liberal remissions of the water-rate. In the case of the first 
agreement for a period of ten years, irrigation is generally given free or at a 
rate of 8 annas an acre in f he first year and it rises to Rs. 3, Rs. 3-8 or Rs. 4* 
by the end of the period of agreement. 

This system not only provides an incentive to regular irrigation, but it renders 
the irrigation of the rice area a practicable, instead of an impossible proposition, 
and will, it is hoped, in course of time, secure a regular market in a fixed area 
and allow irrigation schemes that have been constructed to be remodelled to- 
suit the conditions under which they are required to operate. In the conditions 
obtaining in the Central Provinces, it would, in fact, be impossible to develop 
rice irrigation under a demand system and the continuation of the agreement 
system is essential. 


(5) The agreement system was introduced solely for the irrigation of rice and 
practically the whole of the rice area that is irrigated is assessed under this 
system. The figures for the last three years are as follows :— 


— 

Area of rice irri¬ 
gation under 
the agreement 
system. 

Area of rice irri¬ 
gation assessed 
under the 
demand system. 

Total rice area 
assessed. 





1921-22 . 

409,110 

6,805 

414,408 

1922-23 . 

402.241 

5,047 

432,269 

1923-24 . 

423,574 

3,838 

451.401 


It will be seen that very little rice irrigation is done on demand and in the 
few cases in which it is done the villages would undoubtedly enter into agree¬ 
ments if they could, bub are prevented from doing so owing to opposition on 
the part of one or two occupiers who hold comparatively large areas of land. It 
will also be noticed that in the last tw'o years the areas recorded as irrigated 
are appreciably less than the total areas assessed. This is probably due mainly 
to the fact that it is extremely difficult to record areas irrigated during the 
kharif season with any accuracy, and there is little doubt that practically the 
whole of the area commanded was irrigated. 

The system has been applied to wheat under one small work and it is 
proposed to apply it to this crop under another work which is under construc¬ 
tion. But it has not been applied to any other crops. 

(6) A statement is attached detailing generally the agreement and demand 
{rates in force for the various crops that are irrigated. 

Rice is the main crop that is irrigated and other crops are of very little 
importance. For rice there are different rates for irrigation under agreement 
and irrigation on demand. As already stated pratically all rice irrigation is 
done under agreement and the demand rate is of comparatively slight importance. 

The sliding scale of agreement rates varies in the different districts. In the 
advanced rice-growing districts of the Nagpur Division and in Seoni it starts 
at from Rs. 1-8 to Rs. 2 and rises during the course of ten years to Rs. 3-8 or 
Rs. 4. There is only one tract in the Nagpur Division where a lower scale of 
rates is fixed, and that is the Baihar tahsil of the Balaghat district which is 
a backward tract largely inhabited by Gonds. In that tract the first ten years. 
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scale of charges is from 8 anna 3 to Rs. 2. In the other more backward areas, 
of which the Bilaspur, Raipur and Drug districts are by far the most important, 
irrigation is either given free in the first year or a comparatively small rate is 
charged, and the maximum rate for the first ten-year period is Rs- 3. Bui 
under certain tanks, after the first period of agreement of ten years had expired, 
a scale, rising to Rs 4 at the end of the second period of ton years, was introduced 
and this scale has been accepted without serious opposition. Most of the villages 
that had had irrigation for ten years under their original agreements have come 
into agreements for a second period of ten years, though in some cases a delay of a 
year has occurred before they did so. There is no doubt that after the expiry 
of the first agreements there will always be some hesitation about entering into 
new agreements, especially when the monsoon appears likely to he favourable 
and it is anticipated that a fair crop will be reaped without irrigation. This 
delay is an unsatisfactory feature, but it is only human nature to postpone 
incurring a liability as long as possible and at present there does not appear to 
be any way of avoiding it. Later on, if and when the demand for irrigation is 
in excess of the supply, it may be possible to lay down conditions which will 
result in agreements being renewed promptly when they expire, but it is not 
necessary to consider this point he/e. 

(7) The present maximum agreement rates for rice are low compared with 
those in most other provinces. 

The following are the maximum and, minimum rates for irrigation by flow 
in the more important irrigation provinces :— 



Rate per acre for bice 



IRRIGATION BY JLOW. 


Name of Province. 


Remarks. 


From 1 To 

IpfiaHi 

1 



Rs. A , Rs. A. 


Ignited Provinces* .... 

(".) 2 0 i 7 8 

ft 

•Owner’s rates 

amounting to 1-fi 
and \rd of the 

occupter's rates are 

Punjab .... 

7 8 

■ u j 1 

also charged in this 
province 

(a) Lower rates are 
charged in Bundel- 

North-West Frontier Province . i 

1 

2 0i i 7 0 

klmnd and Roliil- 
kliaud. 

i 


(b) This rate is appli¬ 
cable only to inun¬ 
dation canals. 

Madras. j 

2 0' 50 

j 


Bombay.! 

0 8+ ; 4 Of 

tMonsoon irrigation 



(four monills;. 

Burma. 1 

00 

<£> 

<M 


Bihar and Orissa . . . | 

1 

2 0 i (c) 5 0 

1 

(c) Rs. 4-8 is the 
maximum rate for 

i 


rice unoar a long 

1 


term agreement. 


In making a comparison between the agreement rates in the Central Provinces 
and rates in other provinces, it has to be remembered that—- 

(a) in the Central Provinces only the partial protection of the crop is 

assured and the cultivators will not in bad years receive water to 
the extent required by them; 

(b) in practically all years a crop, and often quite a good crop of rice, can 

he obtained without irrigation, while in most other provinces no rice 
crop could he grown without irrigation; 

(c) State irrigation is of comparatively recent introduction in the Central 

Provinces. 




The conditions in the Central Provinces probably more nearly approximate to 
those of Bihar and Orissa than those of any other province in India, and compared 
with that province, and taking into consideration the fact that irrigation is 
comparatively new in the Central Provinces, the maximum agreement rates in 
this province cannot be considered to be low. 

The principle on which agreement rates are fixed is that they should be as 
high as can reasonably be levied without affecting adversely the development 
of irrigation, and this principle is undoubtedly suitable in the present state of 
development of irrigation in the province. 

(8) Demand rates for rice are generally Rs. 6 or Rs. 8. In three cases they 
are less than Rs. 6 but these cases are of little importance, as the area of 
irrigation affected is very small. The rate of Rs. 8 is higher than that levied 
in any other province, but comparison with rates in the United Provinces cannot 
fairly be made, as in that piovinco an owner’s rate also is charged. At present 
the demand rate is fixed at approximately double the maximum agreement rate. 
It is purposely fixed at a high figure, as it is not desired to encourage irrigation 
on demand. Eventually, it is proposed in the case of rice to fix the demand rate 
generally at half the profit secured by the cultivators from irrigation in a year 
of bad or badly distributed rainfall. 

(9) As already stated, the area of crops other than rice irrigated in the 
Central Provinces is small. In 1921-22 only 21,533 acres of rabi and 724 acres 
of perennial crops were irrigated, while in 1922-23 the figures were 9.122 acres 
rabi, 1,156 acres perennial and in 1923-24, 9,103 and 1,528 acres, respectively. 

The area of rabi irrigated will fluctuate, depending on the condition of rainfall 
during the cold weather, but at no time will it be large and the cultivator will 
never agree to pay any high rate for such irrigation. The irrigation of perennial 
crops can never be undertaken on a large scale, as the very large majority of the 
works in the province cannot be relied on to irrigate throughout the year. In 
the lew cases in ‘which the irrigation of perennial crops can be assured, com¬ 
paratively high rates will be secured, and in the Balaghat district a rate of 
Rs. 25 per acre is already obtained for cane irrigation. It is only fair if 
agreements are made for the irrigation of rice that the agreement villages shoiHd 
be given the benefit of all the water available, and, in the circumstances, no 
water can be reserved for perennial crops if it is required for rice. The general 
policy in th€f province is to develop the irrigation of rice to the full capacity 
of all works, and as this is done the irrigation of rabi and perennial crops will 
become impossible and should be prohibited except in a few cases. 

The rates for rabi and perennial crops are gradually being raised, and if 
it is found possible, it is proposed eventually to fix them at a figure corresponding 
to half the profit secured by irrigation in a year of normal rainfall. It is how¬ 
ever unlikely that so high a rate will be obtained. 

(10) I am satisfied that the charges for water supplied for irrigation in the 
Central Provinces are as high as can reasonably be levied in the present state 
of development of irrigation. They are, however, not maximum charges and they 
will gradually be raised. I do not anticipate that, during the next 15—20 years, 
it will be possible to levy a higher rate than Rs. 5 for rice irrigated under 
agreement, and there will be many works under which a rate of Rs. 4 will not 
be exceeded during that period. Many factors affect the rate, not the least 
of which is the reliability of a work, md it is only under very reliable works, 
which command areas occupied by a good class of cultivators, that a rate of Rs. 5 
can be expected in the comparatively near future. 

I consider that the agreement system of irrigation is the only one that can 
he applied successfully to the irrigation of rice in the province. It might be 
possible to apply systems (4) or (5) of those suggested in the questionnaire to 
other crops, but none of them could be applied to the irrigation of the rice crop. 

Systems 1, 2 and 3 all appear to assume that irrigation is essential to the 
production of crops, and that the demand is established. No system which 
assumes this is suitable to the Central Provinces. Systems 1 and 2 would involve 
levying rates which would be prohibitive and would cause grave discontent 
ana a very large reduction in the area of irrigation. They would, in fact, 
probably kill it altogether. 



201 


Under system 4 the cultivator would defer his application for water until the 
last moment, and neither the cultivator nor Government would secure the full 
benefit that they should secure from the works. 

System 5 assumes competition for the water. It could not be applied in the 
case of rice, as the quantity of water likely to be available is not known. In 
the case of rabi it might be used on small works, but it could not be adopted 
on large works, as the purchaser would not undertake the distribution. 

Q. 16. —(1) When land, which is newly brought under irrigation or is guaranteed 
a supply of water from a State irrigation work for the first time, increases 
largely in value, there can be no doubt that the State should receive a portion 
of the increase. In the Central Provinces, though the increase in the value of 
the land is taken into account at the time of the re settlement of a district, 
the extent to which the rent can be increased is so small that the increase which 
is actually made can ordinarily be secured whether the value of the land has been 
enhanced or not. 

A Settlement Bill lias been drafted which will, if it is passed, allow Govern¬ 
ment to make a greater increase than is made at present in rents in areas where 
the value of land has risen due to the construction of a State irrigation work or 
to any other improvement effected by Government. But it is not proposed to use 
this provision to secure anything approaching the maximum revenue which might 
in theory be extracted. 

(2) Kents generally are very low in the Central Provinces and the average 
maximum increase normally made at resettlement is 33 per cent. It is proposed, 
in areas in which improvements have been effected by Government, to raise this 
percentage to 50. Kents of Re 1 an acre and less are not uncommon, and if a 
rent of Re. 1 is raised to Rs. 1-8, the State will secure only 12 annas of which 
only lfrd annas represents the additional revenue to the State on account of 
the improvement effected. Seeing that the value of the land may have risen from, 
say, Rs. 40 to Rs. 150 or more an acre due to this improvement, it is obvious 
that the State takes only a very small part of what might be taken. 

(3) It is, however, not politic at present to attempt to enhance rents on any 
large scale in areas that are commanded by State irrigation works. The works 
must first be popularised and irrigation must be established. Even the small 
increase which it is now proposed to make in rents is regarded by some officers 
with disfavour. They argue that it would be better to fix water-rates so as to 
obtain the full value of the water directly in the shape of water-rates than to 
attempt to obtain any part of it as land revenue. They also pointed out that when 
rents are increased, only half the increase goes to Government, while when water- 
rates are increased. Government obtains the whole. Officers who are in favour of 
the enhancement of rents point out that the increase in the rents, being so small, 
will have no effect whatever on the rate at which water-rates can be increased 
and that, though only half the increase in rent is obtained by Government, that 
increase is made on the whole area commanded and applies to areas that are 
not irrigated as well as to areas that are irrigated. Unless rents are raised, 
unirrigated areas situated in tracts commanded by a State work pay nothing 
whatever for the advantage of being in a tract which is, for all practical purposes, 
secure from famine. 

(4) At present I do not consider it desirable to go further than is proposed 
in regard to enhancement of rents in irrigated areas. It would, however, not be 
unreasonable to tax sales of land in these areas fairly heavily and to credit 
to the account of the irrigation work concerned the amount of the tax on the 
difference between the enhanced and previous value of the land. No doubt a 
tax of this kind would be difficult to apply, as the true price paid would be 
concealed. To start with, the State might take 25 por cent of the difference 
between the price paid and the value of the land prior to the construction of the 
work from which it benefits. I understand, however, that there are certain 
difficulties which would render any such scheme largely inoperatiye. One of 
these difficulties is that occuoancy tenants, who form a large proportion of the 
occupiers, cannot sell their land, though they do so in an indirect manner. If 
any such tax as proposed were levied, I am inclined to think that payment should 
"be made in one sum. 
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Tandula Canal. 
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Lieutenant-Colonel Pollard-Lowsley gave oral evidence as follows 

The President. Q .—Are you Chief Engineer for Irrigation both for the 
Central Provinces and Berar ? 

A. —There are no irrigation works in Berar. 

Q .—You deal solely with irrigation? 

A.—Yes. 

The Mdharajadhiraja Bahadur of Burdwan. Q. —Is there not another Chief 
Engineer in the Public Works Department? 

A. —Yes, we have two branches. 

The President. Q .—On page 197 of your statement, you supply certain figures 
showing the return of irrigation works. Do they include land revenue? 

A. —Yes, but our indirect revenue is negligible. 

Sir Percy Thompson. Q.— -What is land revenue due to irrigation? 

A .—Supposing there is an uncultivated area which is brought under cultiva¬ 
tion due to the construction of an irrigation work, we should get land revenue 
on that. 

Q. —-You would not take normal increases into account? 

A. —I have dealt with the question to some extent in my note, i.e., the 
question of enhanced percentage in cases in which Government provide irrigation. 

The President. Q .—The actual calculation would vary from province to 
province. 

A .—It is practically negligible here. 

Q. —The whole of your irrigation is j^’otective? 

A .—-£s a matter of fact, there were three works sanctioned as productive. 
One has since been reclassified as unproductive; the chances of the other two 
becoming productive are not bright. 

Dr. Iiyder . Q. —What is the difference between capital works and non-capital 
works ? 

A. —A capital work is a comparatively large work for which capital and 
revenue accounts are kejjt; a non-capital work is a smaller work for which it 
is not worth while keeping capital and revenue accounts. 

The President. Q. —You say on page 197 of,your statement that the Irrigation 
Commission recommended the construction of irrigation works primarily to secure 
the partial protection of the rice area. Does that mean protection of part 
of the area or part of the crop in the whole area ? 

A. —When the Irrigation Commission made their recommendation, the 
question of the agreement system of irrigation had not been raised. As things 
now stand, it means the partial protection of the whole rice area conuaanden 
in those villages which have come under agreement. 

Q .—The position is that you can grow your rice to a great extent without 
irrigation water. 

A. —Y'es. 

Q .—You have the water in reserve in case there is any failure of the rains. 

A. —Yes. 

Q. —There is no attempt to regulate the quantity of water by area? 

A .—There is in leality, because, under t]ie agreement system, we undertake 
to give equality of distribution, z.e., we try to treat all villages under agree¬ 
ment in the same way. 

Q. —What is the plan for distribution ? 

A .—The channels are designed to suit the area which it is proposed to 
irrigate. We cannot, however, do that correctly in the beginning because we do 
not know what areas we are going to irrigate. What we do generally is to 
design the channels to suit the irrigation of those villages which we expect 
to come under agreement. 
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Dr. Paranjpye. Q .—Do your tanks get dry during the greater part of the* 
dry season ? 

A .—Somp do and some do not; it depends on the season and other considera- 
tions, such as the relative sizes of the tank and its catchment, and the area 
irrigated by the water. 

Q *—Suppose your tanks are full and you have a good monsoon, your water 
will not be used; at all. 

A. —With an average rainfall well distributed and carrying on up to the 
end of October* people should not require water. 

Q. —Your water w ill then be entirely useless ? 

A. —That does net follow. I have never known a year in which large areas 
have not been irrigated and the people would not take the water if they did 
not expect to derive some benefit from it. 

Q. —In such seasons, would it be possible to use water for a second crop? 

A .—Yes. We are quite prepared to give water when people want it. The 
trouble is that they do not usually want water for rabi. 

The President. Q. —Do the villages agree to take as much water as yoa 
have got ? 

A. —No.- The villages agree to pay certain rates on the whole area corn- 
manded and cropped with rice, whether they get water or not. They do not 
agree to take a particular quantity of water. We undertake to distribute water 
equally in proportion to their rice areas under agreement. 

Q .—You have a fixed area to which the agreement applies? 

A. —We take all the area that grows rice under command in each village. 

Q. —At a particular date ? 

A .—Yes, when the agreements are drawn up, but they are intended to 
apply to expansions of that area, though that is not actually stated in them. 

Q. —It is not an agreement that they will pay so much on so many acres? 

A .—It is a rising scale of rates for the whole area which is commanded. 

Sir Percy Thompson. Q. —Can rice be grown on the same land for each 
period of agreement of ten years? 

A. —Yes, rice is grown continuously in the same fields. No rice area is left 
uncropped except for reasons such as lack of seed, absence of the occupier or 
lack of labour. 

Q. —Is there no rotation of crops ? 

A. —No. 

The President. Q. —Supposing 20 villages grew 100 acres each in the first 
instance and at the end of 10 years, they had 200 acres each. 

A._Then we would reconsider our agreements. We do not take an excessive 

area under agreement. We ought not to and we do not, as a rule, take more 
villages than we can actually irrigate during the whole period of the agreement. 
Expansion is very slow. 

Q.-r-Is there any calculation ? 

4 .—-There is a figure fixed for each tank under agreement, the area of 
rice which that tank is considered to be capable of irrigating under agreement. 

Q. —jf you have more water to spare, do you allow it to go for rabi ? 

A .—Yes, for rabi or sugarcane or other crops which can suitably be grown 
under the work. 

Q. —All within the area? 

A .—We cannot go beyond what our channels command. 

Q m _Don’t you have the ayacut under the tank defined and let the water pass 

to few more fields? 

A. _But it will still be in the commanded area. Our channels distribute- 

water within the area commanded by them and we cannot go outside that area 
without extending the channels. 

You don’t have a definite calculation that a tank has so. many cusecs ? 
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A.- —We calculate everything; we have a diagram which fixes the irrigating 
capacity of a tank, depending on the proportion the capacity of the tank bears 
to the average yield. On that we fix roughly the area to be irrigated. We 
cannot apply that diagram to all tanks. Tho bigger the capacity the larger 
the area to which water is distributed, and the less the area irrigated by each 
million cubic feet in the tank owing to losses due to absorption and evaporation 
in distribution. Eventually the irrigating capacity of each tank is fix*d on 
experience of its working. 

Q. —Have the agreement people a prior right for water? 

A .—They have no prior claim under the terms of the agreement, but we 
always deal with the agreement people first. 

Sir Percy Thompson. Q. —What are the rights of the man who is under 
the demand system ? 

A. —He has no rights whatever. 

Supposing he asks for water some time beforehand, would you say to 
him “you must wait until you get water ’*? Supposing I came along now and 
said that 1 would want water next year ? 

A .—You must come under agreement, you cannot come as an individual, 

Q. —Is there not a stage at which next year 1 can come and say “I want 
water this year?” 

A .—We have abolished the one year agreement system. The trouble involved 
in working it was incommensurate with the advantage gained. 

Q. —When does u village come under tho demand system ? 

A .—If a village is not under agreement, either the village or an individual 
can apply for water at any time when they actually require it. Whether they 
get water or not depends upon whether we can give it with due regard to 
our commitments under the agreement system. 

The President. Q .—I take it that tho agreement and the Madras systems 
amount practically to the same thing. Under the Madras system, any land 
outside the ayacut pays a water rate whicli is much higher than the rate 
paid by the guaranteed area. 

*4.—-That is vory much so, but hero it is entirely voluntary with the people. 

Q. —There is no provision under which the majority of the ayacut holders 
can force the rest? 

.4.—We make an agreement with a village, provided the occupiers of 30 per 
cent, of the commanded area in that village, which is under the crop concerned, 
agree. That is the provision of law. 

Dr. Hydcr. Q. —Your system is more or less an insurance system ? 

A .—It is a partial insurance system. We do not guarantee a full crop, but 
we grant remission of water rate when the crop is below a certain standard. 

Dr. Paranj'pyc. Q. —In the table attached to your statement, you have a 
column “supply of water to fill private tanks/’ What is that for? 

A .—If a man, owning a tank, uses up all his water or if his supply is low and 
he wants us to fill the tank, we do so at the rate shown in this column. 

Q. —Are there many such private irrigation tanks? 

A. —Yes. There is a very large number of private tanks in this province. 

The President. Q. —Why do you limit the supply to rice? 

A .—We do not limit the supply to rice, but rice is the one crop for which 
you must provide an incentive for irrigation and this is done under the agreement 
system. Rice is also by far the most important crop from an irrigation point 
of view. 

Q. —Don’t you allow an agreement village to grow a dry crop with the aid 
of irrigation ? 

A.—Water may be given on demand for any crop. The irrigation of rice on 
demand is, however, not a practical proposition in the Central Provinces. If two 
or three cultivators with rice fields in different parts of an area commanded from 
an outlet asked us to irrigate their rice fields, it would be impossible to do 
so without passing the water through the fields of other cultivators who had 
not asked for it. The result would be that most of the area commanded from 
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the outlet would be irrigated, but only the men who asked for water would 
pay for it. The irrigation of individual fields would require a most complete 
system of water courses, which it is hopeless to expect and so with such a system 
it would be extremely difficult. 

Q .—Supposing your tanks were half-full, is it not open to them to sow 
any other crop instead of rice, which is bound to fail? 

A .—You can’t tell at the beginning of the season what the position will 
be. We rely very largely on the rains of the year in which we are 
irrigating. In some cases we may at times have a big carry-over; in our tanks 

at present we have eight thousand million cubic feet. 

Q .—Generally speaking, you rely on the monsoon rainfall of the year on which 
-you are irrigating. 

.4.—Yes. I know a tank which has been working for 18 years and I found 

that in only one year during those 18 years was a less quantity of water received 

than was actually required during that year. Generally, we get enough water 
for our irrigation if we do not fix the agreement area at too high a figure. 

Dr. Ilt/der. Q .—The majority of your works are tanks? 

A .—We have only one canal which is not any way dependent on storage. 

The President. Q .—On page 198 of your statement you say that in the last 
two years the areas recorded as irrigated are appreciably less than the total 

areas assessed and that this probably is due mainly to the fact that it is 

extremely difficult to record the areas irrigated. Did they all pay ? 

A. —Yes; w r e only keep our records of irrigation for our own information. 

They are not and cannot be very accurate. 

Dr, Paranj'pye . Q .—If an area under agreement does not get water, it will 
still pay for it? 

A. —Yes. If the crop is up to a certain standard. But we treat the tenants 
fairly. Our whole existence depends on the cultivators being contented, and they 
will not be contented unless we treat them fairly. 

The President . Q. —May we go to the table on page 199 of your statement- 
maximum and minimum rates for irrigation by flow ? This is for rice only ? 

A.— Yes. 

Q .—I do not think your figure is quite the maximum in Madras. 

A .—I took these figures from the annual Administration Reports, they may 
not be quite correct. 

Q .—The more it costs you to complete a work the higher the rate you would 
have to charge. 

A .—That would be a commercial system but it would not be suitable to 
the Central Provinces. 

Q .—Quite recently, we put the rate for rice up to Rs. 10. 

A. —We charge Rs. 25 for cane. But we get a very much bigger return 
from rice. For rice, if we charge a rate of Rs. 4 as a normal rate, we get* 
about Rs. 100 for every million cubic feet of tank capacity. There is very 
little loss due to absorption, etc., as the irrigation-is done in the rains. In the 
case of cane if we charge Rs. 25 an acre and do one acre for one million cubic 
feet we obtain a return of Rs. 25 per million cubic feet. If we irrigate wheat, 
we do 10 to 12 acres per million cubic feet, and if we charge Rs. 2 or 3, we make 
Rs. 30. So, rice will give a return of about Rs. 100 for a million cubic feet, 
and wheat and cane give very much less. 

Q .—Wheat takes much less water. 

A. —Losses in distribution, due to absorption, etc., are so high that they 
w r ipe out the advantage. 

Sir Percy Thompson. Q .—Why is that? 

4 ._Rice irrigation is done in the rains when the soil is saturated. Rice is 

the most paying crop from our point of view. Irom the cultivators point of 
'view, cane is better but it requires capital. 
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The Maharajadhiraja Bahadur of Burdwan. Q .—Is rice the staple food here?' 

-4.—Yes, in the south. In the north, it is wheat. 

Ur. Paranjpye. Q.~— On page 200, you say that eventually in the case of rice 
it is proposed to fix the demand rate generally at half the profits secured by 
cultivators from irrigation in a year of bad or badly distributed rainfall. 
Before that, you said it would be impossible to find out the return. 

A .—I do not think I said that. It is very difficult to ascertain the profits, 
because they vary from year to year. The rainfall varies and we can only 
ascertain the average profits by observations over a period of years; we can 
ascertain the profits in a really bad year on the observations of one or two 
bad years, but we have not got these figures yet. 

Q .—But the profits of the bad year are distributed over the good years. 

~1.—Yes, in considering the agreement rates. 

The President. Q. —On page 197, you say that the Irrigation Commission 
referred to the very low rates of land levenue as likely to prove a bar to 
the rapid enhancement of irrigation rates. 

A .—The idea was that people who are accustomed to pay so little as land 
revenue would regard a rate or Rs. 2 or Rs. 3 for irrigation as absurd. For 
this reason we have had to start with very low rates. The disadvantage 
applies only in the beginning and eventually the low rate of land revenue 
will enable us to charge a higher irrigation rate than would otherwise be possible. 
If we had started with a rate of Rs. 4 the people would not have taken water 
at all. 

Q .—What cases do you refer to on page 200 as those in which the irrigation 
of perennial crops can be assured ? 

A. —We have a few works which we can rely on to be full or nearly so at the 
end of the monsoon and under these works we can irrigate cane and fruit gardens 
with fair confidence. 

Q. —Your proposal is to tax sales of land? 

A. —Yes. 

Q. —You would not like the idea of a betterment tax ? 

A .—If you levy any appreciable betterment tax, you would have difficulties 
over your water-rate. But if a man is prepared to buy land, I don't see why 
he should not pay a little extra which will go to us. It is absolutely 

essential that we should do nothing to interfere with development. 

Q. —In Madras, they have gone to the extent of making a man who is in 
the demand area pay an inclusion fee to come into the agreement area t 

A. —We have not got to that position yet. 

Sir Percy Thompson. Q .—Would you take a percentage on the sale price? 

A .—I would take a percentage on the difference between the sale price and 

the value of the land as it was before State irrigation became available. 

Dr. Paranjpye. Q .—How are you going to determine it? 

A. —I would leave it to the Deputy Commissioner. 

Dr. Hyder. Q .—Why not have it in all cases, why only in the case of sales? 

A. —When a man sells some of his land, there is a reason for taking some* 
thing which does not exist in the case of the man who does not sell his land.. 

If you tax all land in the commanded area whether sold or not it would 

certainly render irrigation unpopular if the tax was appreciable. 

Sir Percy Thompson. Q. —Won't you take anything from the vendor ? 

A. —Whichever you take the sum from, both will pay. If the purchaser is 
taxed he will pay less to the vendor that he would pay otherwise. If the veddor 
is taxed he will take moTe from the purchaser. 

Dr. Paranjpye. Q. —Would not there be collusive prices ? 

A. —Yes. It would, I realise, be extremely difficult to say what the actual 
sale price was. 
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The President. Q. —Have you any idea of the percentage of increase irriga¬ 
tion has caused ? 

A. —The figures I have given in my note are nothing out of the way. Rs. 40 
to Rs. 150 is quite a normal increase; even Rs. 200 would not be out of the 
way at all. 

Q. —Would you consider 25 per cent, of Rs. 110, i.e Rs. 27£, sufficient, 
spread over 25 years ? 

A. —Spreading the charge over a number of years makes it easier for the 
cultivator, but it means keeping accounts. 

Sir Percy 7'hemps on. Q. —When is the time to get it ? 

A. —If you make it a yearly payment, and not in a lump sum when the sale 
takes place, it looks as if it is a tax and this is undesirable. 

The President. Q. —You say the Settlement Bill will allow Government to 
make a greater increase than is made at present in rents in areas where the 
value of land has risen. 

A .—There is a provision to the effect that, where an improvement has been 
made by Government, a higher percentage may be charged than the normal 
percentage; the idea is that the percentage may be raised from 33 to 50. 

Sir Percy Thompson. Q. —Whatever increase you make in the rent, Govern¬ 
ment will take 50 per cent, out of it by way of land revenue? 

A. —Government will get half the increase and the landlord, who has done 
nothing, will get the other half. 

The President. Q. —On page 201 of your statement you say that occupancy 
tenants cannot sell their lands. 

A. —Yes. 

Q. —They can sell their rights in the land ? 

—I discussed that point with Mr. Dyer; I do not know very much about 
it. Indirectly occupancy tenants do sell their land. 

Sir Percy Thompson. Q. —I am not quite clear about the demand system. 
If a village is inside the area which is covered by the irrigation system, the 
cultivator can come at any time and ask for water and you say that he cannot 
have it, if you have not enough to spare ? 

A. —Yes. In the case of rice, the cultivator who obtains water on demand 
pays about double rates. 

Q. —Your rates are fixed ? 

A. —We reconsider all our demand rates annually; and reconsider agreement 
rates shortly before periods of agreement -expire. 

Dr. Tlyder. Q. —When do you do this? 

—We do it now, at the beginning of the year, and the revised rates apply 
to the coming year. 

Sir Percy Thompson.. Q. —The man who is growing rice wants water 
generally at a time when you haven’t got it and at the time when you have 
a large quantity, he does not require it? 

A .—Quite so; the reason why the acreage of rice irrigated on demand is 
falling is because the people who want water come under agreement. 

Q. —I suppose also that people find that they do not profit by the system 
of demand rates. 

A. —Those who take water for rice on demand are mostly those who would 
enter into agreements if they could. In most cases they cannot because the 
malguzar refuses to be party to the agreement. 

Dr. Hyder. Q. —What is the reason for the malguzar standing out? 

A. —In some cases his idea is that, if his tenants are too well off, he will 
lose his authority over them. But there are many other reasons, and very 
often it is the absentee landlord who prevents us from obtaining agreement. 
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The President. Q. —What is the procedure in regard to the annual revision? 

.4.--Every Executive Engineer draws up his proposals for the rates to be 
levied for the irrigation of various crops during the next year. These proposals 
go to the Superintending Engineer, who sends them on through the Deputy 
Commissioner* and Commissioner to me and the Local Government then makes 
any changes that are considered necessary. 

Q. —On what basis do you revise ? 

A. —On what we think ought to be done. 

Sir Percy Thompson. Q. —Is balancing the budget any consideration in 
the revision ? 

A. —No. 

Q. —Supposing in the current year there is a bad monsoon, would you alter 
your rates for the next year? 

A .—We should not put up rates on that account. Once the rates settle down, 
there will be no necessity for these annual revisions; and it will probably 
suffice eventually if rates are reconsidered every four or five years. 

The President. Q. —These are demand rates ? 

*4.—Yes. Agreement rates are fixed for each period and are reconsidered 
when agreements in any area are due to expire. 

Dr. Paranjpye. Q. —Your total expenditure on irrigation up to date is 
about 6 crores of rupees? 

A. —Yes. 

Q .—Is there more room for extension? 

A. —Yes; we have a programme on hand which will cost about another 4 
or 5 crores. 

Q. —There are prospects of having enough water for these irrigation works? 

A. —Yes. 

Q. —You haven’t got any heavy rainfall here as in the Western Ghats? 

.4.—No. 


The President. Q .—Do you find that works started as protective works tend to 
become productive ? 

A .—At the present moment I am undertaking the consideration of the 
development of every work that has been constructed. We have constructed 

something over 100 works and every one of these has to be examined with a 
view to its development. Each will require some remodelling, because, when 
we started construction, we did not know accurately what parts of the area 
commanded we were going to irrigate. We have not yet reached anything 

like full development; it will take a long time yet. 

Dr. Ryder. Q .—Are your irrigation works* in the south, north, east or west? 

A .—Our most important works are in Chhattisgarh. We have a fair number 
in the Nagpur tract but in the north we have only small works. The north, 
from the point of view of development, is the most unsatisfactory area. The 

people are far more backward there and they do not regard rice as their 

chief crop. Wheat is their main crop. There is not the same .demand for 
irrigation in the north as in the south. 

Q .—You do not do anything with the water of the Nerbudda? 

A. —No. As things are at present, we should not be justified in .spending 
any large sum on irrigation works in the north of the province. We are quite 
justified in going on in the south. 
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12th February 1925. 

Nagpor. 


Present : 

Sir Charles Todhunter, K.C.S.L, I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I., I.O.M., Maharajadhiraja 
Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Mr. 0. U. WILLS, I.C.S.. Excise Commissioner, Central 
Provinces and Bern*, was examined. 


Written memorandum of Mr. Wills. 

Q. 61. —“Prohibition” in English ordinarily implies prohibition of alcohol 
♦only, since in European countries the use of drugs as an intoxicant has long 
been totally prohibited by law. But m the Central Provinces and Berar, 
-about which alone I am qualified to speak, present statistics of consumption 
indicate that quite as much intoxication must be ascribed to drugs as to 

alcohol. Prohibition of drugs, however, is seldom advocated, as their use does 

.not, for certain historical reasons, offend orthodox social opinion. Prohibition 
of alcohol, on the other hand, is frequently urged, but I do not anticipate 
its introduction now or in the near future, either generally in this province 
or in particular areas. Such prohibition has been imposed in the neighbouring 
State of Bhopal, presumably because the ruler of that State is a Muhammadan 
-who felt bound to subscribe to one of the main tenets 'of Islam. It is also 
possible that an Indian Minister might favour prohibition of alcohol in the 
Central Provinces and Berar for similar reasons; but, in view of the diffi¬ 
culties of enforcing it at present and of the danger of attempting to do so 

without a corresponding restriction on the use of intoxicating drugs, I cannot 
suppose that the Provincial Government would accept a prohibition, based 
mainly on a religious and social prejudice, unless supported by a marked 
change in the attitude of the numerous drinking classes in the province, some 
of whom regard the use of alcohol as a religious necessity. During the four 
years I have been associated with the Excise Department in the Central 
Provinces and Berar, I have, indeed, witnessed a change in the attitude of 
many drinking classes towards the use of alcohol j but this change was temporary. 
Now that the social and religious movement (known as the non-co-operation 
movement) which inspired hostility to drink has disappeared, the drinking 
classes have, for the most part, reverted to their former habits. There is at 
present little indication that the popular feeling among the drinking classes 
differs very widely from what it was five years ago, I, therefore, do not con¬ 
sider that prohibition of alcohol is at present in this province within the 
range of practical politics. 

Q. 63 .—I would accept all statements quoted in this question which, as 
I understand them, emphasize the view that the taxation of intoxicants is not 
only justified for revenue purposes on genual economic grounds blit is also 

0 2 
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properly regarded as an administrative weapon for the enforcement of restric¬ 
tions calculated to prevent abuse. This, the revenue cum temperance point 
of view, is laid down in the Government of India's Resolution of 7th September 
1905. “The Government of India have no desire to interfere with the habits* 
of those who use intoxicants in moderation ; this is regarded by them as 
outside the duty of the Government and it is necessary in their opinion to- 
make due provision for the needs of such persons. Their settled policy, 
however, is to minimize temptation to those who do not drink and to dis¬ 
courage excess among those who do’'. But such a policy as this does not, 
in my opinion, satisfy social requirements in the Central Provinces and Berar 
for these reasons :— 

(1) There is, in this province, a definite social prejudice against liquid 

intoxicants in any form which hds the support of orthodox religious 
opinion among both Hindus and Muhammadans. Individual Hindus 
and Muhammadans of the better classes do drink ; there are- 
numerous castes among whom the use of alcohol is permitted by 
custom and there are certain forest tribes among whom on occasions- 
the use of intoxicating liquor is still a religious necessity. But what 
is recognised by all Indians in this province as the best social 
opinion definitely condemns the use of alcohol altogether and this 
condemnation has, in many instances, been supported by the leaders 
of opinion among the very classes who are most prone to drink and 
even among the forest tribes. 

(2) In western countries alcohol is the only intoxicant which presents a 

serious social problem. In this province drugs are, at least as 
extensively consumed as alcohol and it is, I think, illogical to lay 
down a policy in regard to one class of intoxicants which will not 
be applicable to the other class. The eventual restriction of the- 
use of drugs to medicinal purposes is a legitimate goal for our 
excise policy and, in my opinion, the same attitude has in this 
province been rightly adopted towards alcoholic liquor also. 

(3) In this province the use of alcohol is mainly confined to the lowest 

classes of society. There is little attempt" that 1 am aware of to - 
cultivate the palate or the pleasures of drinking for taste only. 
Alcohol is, I believe, primarily consumed in or* r to go: am some 
physical sensations at least preliminary to intoxication. Thus 

the Central Provinces and Berar Excise Committee of 1904 wrote 
“Indian populations use intoxicants chiefly for the effect on the* 
brain. The consumers of imported liquor fall for the most part 
under a different category, those that drink for taste” (paragraph 
59). It is significant in this connection that country spirit of the 
highest issue strength and even foreign liquor is commonly taken 
neat without any admixture of water, by Indian consumers. 

(4) It seems to me that the use of alcohol, whether from the above or 

from other climatic or physiological causes, is somewhat more detri¬ 
mental to the average Indian consumers than to ordinary con¬ 
sumers in the United Kingdom. 

For these reasons I consider that a merely revenue cum temperance policy 
is not enough. Government’s policy in regard to intoxicants should go further 
and should associate itself with what is generally regarded as the best and 
most orthodox ^ Indian social opinion. This orthodox opinion is not based on 
a scientific estimate of the effect of intoxicants on the physical condition of 
the consuming classes but on a social sentiment or religious prejudice which 
may have originally been derived from considerations of public welfare but 
is now largely independent of it. It follows from this that taxation should 
be employed as a weapon not merely to minimize temptation to those who do 
not drink and to discourage excess among those who do but also to discourage 
the use of alcohol by Indian consumers generally. It should also be employed 
as a weapon to discourage generally the use of other intoxicants such as opium, 
gem)a and bhang. Such a policy can only advance gradually as the drinking 
classes are won over to the orthodox point of view and as those who take 
drugs are persuaded that their use is harmful. It will involve, therefore, 
only a very gradual curtailment of excise revenue which may well be made 
good by the gradual expansion of revenue from other existing sources. 
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Q. —The Excise policy of“ this province is primarily defective because 
it lays down a system of gradually increasing restriction directed to the 
attainment of ultimate prohibition in the case of alcoholic intoxicants only. 
The taxation on all forms of alcohol has, therefore, been raised to the highest 
point possible. The taxation on drugs has also been raised substantially in 
the past but is, in mv opinion, susceptible of a much greater increase if the 
duties in other provin*s are co-ordinated and if measures are taken to curtail 
smuggling from the Central India States. I 11 the matter of taxation 
-on intoxicating drugs the policy followed in this province is justified by 
existing circumstances but falls short of what I would approve if certain 
limiting circumstances could be altered, 

Q. 65 .—The rates of duty in this province vary from nil to Rs. 20 per 
proof gallon. They are all adjusted to meet the paying capacity of the drink¬ 
ing classes in different areas. Continuous attempts are being made to reduce 
the variety of duty rates but it is in practice impossible to do much in this 
direction. The application of a uniform rate as in other countries would be 
utterly impracticable. 

Q. 66 .—Recent increases in the rales for country spirit have been followed 
by a considerable increase in illicit production. The increase in illicit production 
cannot, however, be wholly attributed to the increase in taxation. Repre¬ 
sentatives of the Swaraj party have openly advocated illicit distillation especially 
in jungle areas, have urged consumers not to take their liquor from licensed shops 
and have generally tried' to bring the authority of government into contempt. 
This has weakened the control exercised by the exfcise staff and has at the same 
time given a stimulus to illicit distillation. 

Qs. 67 and 6 $.—I find it necessary to answer these questions together. In 
my opinion the taxation on foreign liquor should be entirely under the control 
of the Provincial Government subject to the proviso that the duty rate imposed 
both on imported and on locally-made imitations of imported liquor must be not 
less than the tariff rate. The duty on all foreign liquor w hether - imported or 
Indian-made, which is consumed within the province, should be credited to 
provincial revenues and any claim on account- of customs on imported spirit 
-on the part of the Central Government should be settled by a pzed annual 
assignment from provincial to central revenues. 

The difficulties presented by the present system which allows a duty fixed 
"by the Central Government t<* confer on imported liquor freedom from all 
^restrictions on transport are as follows :— ' 

(а) The restrictive policy accepted in this province in the case of country 

spirit is unduly hampered in every locality where foreign liquor 
is sold. It is impossible to raise the country spirit duty beyond 
Rs. 20 per proof gallon when the foreign liquor tariff rate is only 
Rs. 21-14-0. 

(б) There is also an undesirable conflict between provincial and central 

interests. The tariff duty on imported liquors goes to the Central 
Government. The duty on Indian-made foreign liquors goes to the 
Provincial Government. Our Excise Department must necessarily 
regard with favour any displacement of imported by Indian-made 
varieties as every proof gallon of such displacement means an addi¬ 
tion of Rs. 21-14-0 to the-provincial revenues. 

In view of the -difficulties which already exist in this province owing to 
the freedom of transport allowed to imported liquor I would strongly oppose 
any extension of the same privilege to locally-made imitations. On the 
contrary the freedom of transport at present given to imported liquors should 
be done away with and duty should he assessed, at any rate in this inland 
province, by the Provincial Government on all liquor consumed within its 
borders subject to the proviso already mentioned that this duty rate must 
not be less than the customs tariff. This proposal is similar to the suggestion 
that supplementary duties on foreign liquor be imposed by Local Governments 
but differs from it because the latter scheme would do nothing Jo remove the 
present divergence of provincial and central interests due to the fact that 
the tariff on imported liquor goes to the Central Government while the duty 
•on Indian-made foreign liquor goes to the provincial cevenues. 
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Q. 71 .—There is no ckaras now sold licitly in this province. Bhang is a. 
mild intoxicant mainly consumed in this Province by the well-to-do classes. 
The duty on it was abruptly enhanced from Rs. 2 to Ks. 5 per seer in 1922. 
in this province with no great effect on consumption. There may be no very 
good reason for the divergence of assessment of bhang in different provinces. 
On the other hand there is, from the point of view of this province, little to- 
be gained by bringing it into line. In the case of ganja this single term 
covers productions of widely differing narcotic power. ^Both the Ahmadnagar 
ganja of Bombay and the ballu&har ganja of Bengal, Bihar and Orissa are tar 
more potent than the local ganja produced and distributed under Government, 
supervision in the Central Provinces and Berar. In view of the wide diversity 
of quality I doubt the need or, indeed, the desirability of imposing uniform*' 
rates. At the same time little is done to co-ordinate the taxation in different, 
provinces. The Central Provinces and Berar suffer a good deal, for example, 
from smuggling from Khandesh. In self-defence this province has been* 

compelled, contrary to its own policy, to provide ganja of stronger narcotic power 
to shops on the Bombay border. There is a similar but less acute difficulty 
on the Bihar side. If the Central Government were to arbitrate in difficulties 
of this kind a settlement of them might well be found which is hardly at 
present attainable. There is, in short, ample reason for variety in rates, bu.V 
the variety which exists at present is, in no way, the result of any reasoned' 
adjustment between this and neighbouring administrations. 

Q . 77.—Smuggling of cpium is of two kinds, organized smuggling mainly 

towards Calcutta and Bombay and eventually, perhaps, towards Burma and' 

petty smuggling across the Central Provinces borders. Practically all this 

contraband emanates from Central India. The problem is a grave . one. So- 
far as organized smuggling on a large scale is concerned this province is- 

protected simply because there is a far better market elsewhere. At the same¬ 

time “foreign” opium from the Central India States is not infrequently found 
in transit in large consignments amounting in some cases to half a maund or 
more. The seizure of quantities of five or six seers at a time is common. As, 
regards petty smuggling the evil is so extensive that along the borders of 
certain States to a depth of eight or ten miles in British territory the sale- 
of Government opium has practically ceased. 

The explanation of this state of affairs is to he found simply !n the wide 
disparity of prices. The issue rate for opium in the Central Provinces and 
Berar is Rs. 75 per seer. In Gwalior it is Rs. 23 ; and in Indore Rs. 30. 

In these circumstances, any arrangements for control by the consuming 
province are bound to be but partially effective at the best. But, as I am-' 
ignorant of the administrative and political difficulties of control in the Indian* 
States, I am unable to suggest what revision of the existing arrangements, 
is practicable. 


Mr. Wills gave oral evidence as follows 

The President. Q .—You are the Commissioner of Excise? 

A. —Yes. 

Q .—Have you any other duties? 

a. —Recently I have been made Superintendent of Stamps also. 

Q .—Can you tell us anything about salt? 

A .—N c ; I know nothing about salt. We have no manufacture r l ’salt here,- 

Q.— Of course our concern with excise is purely from the taxation point 
rf view. The temperance point of view interests us in so far ns it affects’ 
taxation. You say The piesent statistics of consumption indicates that quite 
as much intoxication must be ascribed to drugs as to alcohol’. Have you any 
statistics of intoxication? 

A. —No, it is purely my personal opinion. 

Q .—You say 'prohibition of drugs, however, is seldom advocated, as their 
use does not, for certain historical reasons, offend orthodox social opinion’. 
What are the reasons? 
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A.—Under the Moghuls the use of liquor was totally forbidden but the use 
of drugs was not. As mentioned in a book by Professor Sarkar on Moghul 
administration, this rule was enforced by the Muhammadan authorities. 

Q. —On the other hand, certain tribes regard alcohol as a religious necessity. 

A. —T believe they do to a certain extent. 

Q. —You do not consider that prohibition of alcohol is within the rtnge of 
practical politics ? 

A. —No. 

Q. —Would you go a good deal further than the resolution of the Govern¬ 
ment of India of 1905? 

A .—Yes. That is the Local Government's policy. The Government of India 
wished to make permanent provision for the moderate consumer. The Local 
Government aims at prohibition. 

Q. —Would you accept the United Provinces formula which is defined as- 
the subordination of considerations of revenue to promotion of temperance ? 

A. —I have always understood that revenue considerations were subordinate 
even under the old policy of the Government* of India. 

<?.—Ir was maximum revenue and minimum consumption. 

A. —Yes. But that policy was to be carried out regardless ci revenue 
considerations. 

Q. —Your own policy is promotion of temperance without regard to revenue? 

A.—Yes. 

Q. —So that you look to a reduction in revenue ? 

A. —Yes, eventually. But in actual practice we have recently got an in¬ 
crease 01 revenue. This year we expect to get a higher revenue than vre- 
have ever got before. 

Dr, Paranj'pye. Q. —Is it due to the fact that there is no Minister at pre¬ 
sent? I ask this because I have been told so by certain persons. 

A .—That is a gross libel. The revenue has gone up because f the un¬ 
usually high cotton prices and because of the high restrictive rates. 

Dr. Hyder. Q. —Because of the agricultural prosperity? 

A. —Yes; thVe are a variety of causes. The price of cotton, which was the 
highest ever known in the province, is the chief cause as most of our revenue 
comes from the cotton districts. But the increase of consumption is very small. 
We are still giving full effect to the policy laid down by the Minister, 

Sir 1’crcy Thompson. Q. —Does #not the policy of the Minister go further 
than the policy you just enunciated ? 

A.—The policy was altered in 1021 practically ut the dictation of the 

local Legislative Council and the Government accepted a compromise proposed 
by the Council and the Minister. 

Q. —And that is restriction of drink regardless of revenue considerations?’ 

A.—Yes. 

The President. Q. —That is, prohibition is the goal? 

A.— !^es; and as the means towards it we were to use the old methods 

more intensively. 

Dr. Hyder. Q. —Is the illicit distillation greater and greater as you force 
up the rates ? 

A. —Yes. 

Q. —And you cannot control it? 

A.—It is impossible to control; there never -was a complete control. 

The President. Q. —You are aware, I think, of the statement which we 

have sent regarding the illicit . distillation all over India. It does show a 

large advance in illicit distillation. 

A.—But I think that the actual figures for this province are not quite correct. 

Q .—Yon have been extending your distillery areas ? 
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A.—Yts. 

Q .—Can you have the figures which we have sent tested and! corrected? 

A. —Yes , I will do my best. 

Q, —It was thought a good many years ago that it was practically impossible 
to introduce the distillery system into a very large area; but now you have 
got it introduced ? 

A .—Yes. 

Q. —Is the staff adequate to control illicit distillation? 

A. —W *. take police assistance very freely. The actual excise stiff., is smal' 
and couM not possibly tackle all the illicit distillation. But generally 
it is very easy to control and in so far as there is apprehension of violence, 
the police are ready with their assistance. The people are geneitlly very 
mild. 

Q .—Are there no cases of violence? 

A. —We have cases of that sort undoubtedly, but not at all widespread; there 
has been some trouble in KhandesY. 

Q .—We have heard in the Punjab that 50 cases of illicit distillation 

were once found in one village. 

A. —We have also some such cases here. They * occur especially in our 

hilly districts during the festivals. But it does not indicate any general break¬ 
down of control. In one hill district in which 1 served, the licit consumption 
went up very remarkably and at the same time we were having a very large 
number of illicit distillation cases. 

Q .—Have you sufficient staff to satisfy yourselves that no such thing now 
goes on during festival seasons? 

.4.—1 am afraid that illicit distillation is a permanent feature of some of 
the hilly districts; and the methods of illicit distillation are so extraordi¬ 
narily easy that we can never hope to stamp it out entirely. We treat illicit 
distillation in these areas in a somewhat special way. We do not imprison 
a man for illicit distillation but simply fine him. We have never tried to 

take drastic action for putting it down in the hill districts. 

Q. —As long as he can pay his fine out of the profits of the sale, he will 
Continue to do so. 

A .—That would be so if it is done on business lines; but ;'s a matter of 
fact* the great majority of cases are done merely for domestic consumption. 

Q. —But don’t you find big distillery centres in jungle areas where the jungle 
tribes and others easily icsort to illicit distillation? 

A. —No; I have not heard of any organised illicit distillation. 

Q .—In reply to Q. 63, you say that ‘ In western countries alcohol is the only 
intoxicant which presents a serious social problem \ 

A .—That was my impression from what I know of England. 

Q .—You want to restrict the use of drugs to medicinal purposes. Is there 
any medicinal use for ganja'! 

A .—Very little. 

Q. —So you prohibit ganja ? 

A.—I think that is the ideal. Ganja in this province is almost exclusively 
■used as an intoxicant. 

Q .—Have you seen much intoxication from it? 

4.—No. 

(/.-•Have you any evidence of any evil resulting from it? 

4.—No. 

Q .—Do you think there is anything in the suggestion that, the stopping 
of these things will improve the physique of the people and increase their 
productive capacity, thus causing a large revenue from income-tax and other 
■sources to make up yor.v loss in excise? 
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,A .—Not for the community as a whole. I do not think that the problem 
of intoxication is acute enough in this province to have noticeable effect on 
■the physique or earning capacity of the people. 

Dr. Paranj'pyc . Q .—Have you particularly observed the mill workers ir 
X agpur ? 

A .—I believe they take a good deal of liquor. 

V-—Is their efficiency decreased by their drinking habits? 

A .—You can argue both ways. After a day’s hard work the man is prob¬ 
ably better for a mild dose, while any excess might do much havm. 

Q. —Would it not be much better if they spent this amount which they 
spend on liquor, on food and other necessaries? 

A .—I think so. But I think that wages are pretty high here and that 
trey can drink in moderation and get their food and necessaries as well. 

Dr. Ryder. Q .—Do these things lead to crime in your province? 

A. —I understand that there are only a few cases where you can prove 
that crime is due to intoxicating liquor, because the number of people who 
take liquor is so relatively unimportant. 

Dr. Paranjpye . Q. —Is it a fact that those classes of Indians who take to 
-drinking are generally more susceptible to intoxication than those in Europe? 

A. —That is a very difficult question to answer. I can only say, as I said 
in my note, that they do drink very strong liquor and I understand that they 
drink with little idea of enjoying the drink as a drink. 

Dr. Ryder. Q .—Just to stupefy themselves? 

A .—That is too strong; but it may be to get a pleasant feeling. 

Dr. Paranjpye. Q. —But don’t you think that the labouring man here in 
India takes drink because he likes it? 

A. —Yes; he likes it. But I am informed on good authority that it comes 
under a somewhat different category. In western countries they drink largely 
for the taste of the drink. In India they drink primarily for som>> effect upon 
the brain. 

Q .—Is whisky drunk for the taste? 

A. —In many cases it is so. I like the taste of whisky. 

Q .—Not for the exhilaration that it gives you? 

A. —No; not for the exhilaration. 

Q- —Is an Indian keen about the kind of drink that he takes? 

A. —I have been told that Indians in some cases prefer the old outstill 
’liquor, which was very noxious but to them more palatable. 

Q .—Does not that show that thev have a particular taste for the particular 
drink? 

A. —Yes. But I think they only like strong liquor. 

Dr. Ryder. Q .—I understand there was a committee appointed in the 
Central Provinces and 1 think one Deputy Commissioner or the Excise Com¬ 
missioner placed four kinds of liquor before the people, who were Gonds and 
others, and found that they prefer strong liquor combined with gur though the 
smell may be very noxious. 

A .—Even an Indian cannot neglect the taste, he must notice it, but I think 
their primary object in drinking is to get the physical effect. 

The President. Q .—You say that taxation on all forms of alcohol has, 
therefore, been raised to the highest point possible. The taxation on drugs 
has also been raised substantially in the past but is, in your opinion, suscep¬ 
tible of a much greater increase if the duties in other provinces are co-ordinated 
and if measures are taken to curtail smuggling from the Central India States. 
Do you think the taxation on drugs is susceptible of increase? Can you tell 
tos what is the cost bf an effective dose of opium or ganja’i 
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A .—I should say of opium, that an effective dose is about one-eighth of a tola~ 

Q .—That is about % a rupee, is it not? 

A .—No. A tola of opium is worth about Re. 1 to Rs. 3. It depends om 
the amount which a man purchases. 

Q .—Is it not Rs. 75 or so a seer—I mean the issue rate? 

A .—Yes. But the retail rates vary from one to three rupees so that one-eighth* 
will cost him from 2 to 6 annas. 

Q .—Can the average man afford that ? 

A .—I think the average man affords far more in the case of alcohol. 

Q .—Comparatively do you think that three annas worth of opium is a*, 
cheaper intoxication than alcohol? 

A .—I should certainly think so. 

Q .—What about ganja then? 

A .—It is cheaper still than opium. 

Q .—Do you think a man can get full intoxication either with opium or ganjaT 

A .—Yes. That is the trouble. 

Q .—What do you think is the cost for a man to get drunk on alcohol? 

A .—Well, it depends on the man who takes the drink and the quantity 
he requires. T think ordinarily for a man taking half a bottle it will cost 
him in the open country from Re. 1 to Re. 1-8-0. 

Q .—I have heard it said twenty years ago that it cost about 14 annas- 
a bottle. 

A.—I do not know about twenty years ago, but I was a Deputy Commissioner 
in the year 1919 in Nagpur when the rate was i4 annas for a whole bottle 
which now costs Rs. 2. 

Q .—Would you raise the cost of an effective dose of opium or ganja to the- 
same scale as liquor? 

A .—I was thinking of making more revenue when I spoke of raising the- 
duty on intoxicating drugs. I was not referring to the question from the- 
point«of viev.- that the majority of people consume to get intoxicated. But 
the ordinary .consumer who buys to get a stimulant from drugs without being 
intoxicated pays very much less. He need only buy a one-anna pill of opium. 
In that case you could raise the taxation without any serious hardship or break¬ 
down of control. 

Q .—One anna a pill will be 1/48 of a tola, is it not? It will be very small? 

A —Yes. 

Q. —You say that you cannot level up rates of duty on intoxicating liquor.- 
You say that the application of a uniform rate, as in other countries, would 
be utterly impracticable ? 

.1.—I think so, it is absolutely impossible. 

Q .—Do you think it is as impossible in Berar as in the plateau districts? - 

A .—It is uniform in the open cotton tract because the conditions are similar. 
Then you get the Chanda district close by, which is largely inhabited by Gonds^ 
and where the retail prices go down to 4 or 5 annas a bottle. 

Q .—Was Chand i one o: the districts where you tried the maximum price? 

A .—Yes. 

Q .—Is it effective? 

A .—To some extent it is. We do not get very much illicit distillation. 

Q .—The object of maximum price is to prevent illicit distillation? 

A.—Yes. We have maximum prices for large areas. 

Q .—Can you enforce it considering the economic position? 

A .—If the duty rate is not so high as to be unsuitable to the licensee we- 
can control retail prices. 

—Do you think the price and figure given by the shop-keeper as the* 
maximum return is fairly observed ? 
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A .—I think the maximum rate is fairly well observed. That is the in¬ 
formation I have got. The maximum rate is after all artificial because there- 
is always dilution and short measure. Whether it is more worth while for the 
shop keeper to charge more than the maximum rate or to pour in more water one 
cannot say. 

Q .—Did you at one time have the fixed fee system instead of the auction’ 
system ? 

A ♦ —Yes. 

Q. —What was the result? 

A. —The result was a tremendous loss of revenue. 

Q .—How was it worked out? 

A. —I was not in the department at that time. As far as I remember we- 
simply calculated a fair rule on the previous three years consumption and gave 
the shop over to the old contractor saying “we have fixed the license fee 
at this figure, will you take it” which he invariably did. The contractors made- 
an enormous amount of profit, with the result that the Government lost 
tremendously. 

Q. —You confirmed the license in favour of the last year's vendor, although 
some of them may not have been vendors for previous years ? 

.1.—Yes. 

Q. —Did it lead to much corruption of the staff? 

A .—I think it did. It was not in force for a long time. I think it was 
the Bombay Presidency which tried this system first and we copied it. But when 
we found ‘that they were lofcing heavily, we got wise from their experience. 
It is the Bengal sYstem which is now so popular, under which you have a 
sliding scale according to the amount which the licensed vendors sell. As tha- 
3 ales get laiger, the rate of fee is increased. 

Q. —This is a passage ^from the order on the report of the United Provinces 
Excise Committee. “The forward path of Indian Excise administration is 
strewn with the wreckage of monopolies : it is time that this (the auction) 
system which is the last and most evil of all the monopolies should go". Does- 
your experience confirm this statement? 

A. —In bare theory the fixed fee system, as the Indian Excise Committee- 
said, is very much to be preferred. But we find from practical experience 
in this province that in actual working no other system can compare with 
the auction system. 

V—You say that the representatives of the Swaraj party have openly ad¬ 
vocated illicit distillation. Have you got any specific instances to quote in¬ 
support of your statement? Have you cited these instances in your adminis¬ 
tration reports ? 

A .—I do not think we have made a reference to these instances in our ad¬ 
ministration reports, but we have had numerous* cases which came before the- 
courts in which the accused pleaded that they had been told by the Swarajists 
that private distillation was permitted. I have also seen the reports of the 
speeches made by Swarajists to the effect that, as makua belongs to the people, 
ihey have every right to get liquor from it free. They have generally tried' 
to bring the authority of Government into contempt. This teaching has been* 
widespread both in different parts of this province and also ;n Bihar and’ 
Orissa. Therefore, it looked to me as if this was a deliberate part of their 
propaganda. 

Dr. Paranjpye. Q. —In the backward parts, where the illicit distillatioir 
ls more rife, do you think that the Swaraj party has got any strong hold? 

A. —Oh yes. That is their stronghold. Most of the people there are un¬ 
educated. The Swarajists have only to tell them, as they did a* one time, 
that we employ sweepers and mahars in our distilleries, that people who touch’ 
our liquor will be defiled as Government puts urine and excreta in the liquor,, 
and of course ignorant consumers refuse to touch the liquor. 

Q. —You say that the freedom of transport at present given to imported" 
'liquors should be done away with and duty should be assessed in the province 
of consumption. What are the difficulties due to the freedom of transport 
of foreign liquor ? 
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.4.—Foreign liquor undersells our country spirit. The imported German 
rum and Java rum is sold at a lower rate than country spirit. 

Q. —Because your country spirit pays Rs. 20 duty plus a heavy license duty! 

A. —Yes. Moreover we have had trouble because of the vested interests of 
the foreign liquor shop licensees whose fees were assessed at very low rates. 
The ma-vmum fee till lately was only Its. 1,200 a year. Any attempt to 
disturb their vested interests created tremendous opposition. In Berar I 
managed to get the Government to agree to give the foreign liquor licensees 
three years’ time, at the end of which their vested interests would disappear. 
V.e have now completed the three years and we have just auctioned the foreign 
liquor shops in Berar this year for the first time. The license fees have gone up 
by 80 or 100 per cent. 

Q. —Ts it likely to remove the trouble? 

.4.—No, Sir. We are weakening the strength of country spirit as a temperance 
measure. We have already gone down from oO to 65 u.p. as the standard 
•dunk for the whole of Berar. Now foreign liquor is 25 u.p. in the case of 
whisky or brandy and 30 u.p. in the case of gin. 

Q .—It is lower now ? 

.4.—It may be, the standard rate now in the case of whisky is 25 u.p. and 
30 u.p. for gin. In any case the foreign liquor competes with the country 
made spirits because it is very much stronger. 

The. President. Q ,—Is it not possible to close down all the shops of foreign 
liquor ? 

A. —That is the reform I am now recommending. I want to close down as 
many foreign liquor shops as I can. 

Q —About the difficulties of freedom of transport for the imported liquor, 
you don’t mean that to get a bottle of whisky, people should get a pass 
from you? 

4.—I am afraid that I have worked out my answers in this connection only 
m reply to the questions in the questionnaire. In my opinion in this province, 
it would be best to have a duty imposed by the Local Government on all 
foreign liquor consumed within its borders subject to the proviso already 
mentioned that this duty rate must not be less than the Customs tariff. 

Q. —You mean for imported liquor? 

A. —Yes 

Q. —Have you got any foreign liquor shops in poor tracts and villages? 

A —No, we have no foreign liquor shops in poor tracts but only in the 
tov ns. 

Q .—Do you think it would simplify matters if it were made an imperial 
receipt? 

A ..—Our difficulty would be still the competition between country spirit and 
foreign liquor. Tf the duty on foreign liquor is kept at say Rs. 21-14-0, it is 
impossible to raise the country spirit duty beyond Rs. 20. One solution will 

bo for us to prohibit the sale of imported liquor. The Excise Commissioner 

has got power to prohibit a man selling imported foreign liquor. 

Q. —Is not that policy of restricting foreign liquor sales pursued generally 
all over India ? 

A .—I think it is. Licenses are decreasing very rapidly. 

Q .—If you want further check, you can raise the minimum quantity to be 
removed ? 

.4.—Yes, but still the temptation for foreign liquor is so great that I think 
it would probably compete with the country spirit My own quarrel with 
foreign liquor is that it is getting in the way of our present policy with 

regard to country spirit. The consumption is going up very rapidly. Even 

in spite of auctioning the licenses it is going up. The contractor with a high 
license fee has got a stronger inducement to push up sales. 

Q. —You say bhang is a mild intoxicant. Ts it not fairly strong? 
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<4.—As I understand it, it Ls mild. But I dn not know much about it- 
So far as I know it is only taken by men of good position amongst Indians, 
mixed with nulk and taken as a sort of cooling oravght during hot weather. 

It is very unimportant in this province. 

Q. —What about the Ahmednagar ganja ? 

A. —It is much stronger than ours. 

Q .—It comes in within the limit of possession. Have you reduced your 
limit of possession? 

A. —Yes. We have reduced it to one tola. 

Q .~—You can practically prohibit it? 

A .—I am trying to prohibit its import in certain border areas. 

Q. —Then again you say that if the Central Government were to arbitrate 
in difficulties of this kind, a settlement of them might well be found which is 
hardly at present attainable. What do you say about the Government monopoly 
ever opium? What would you say to the Central Government retaining a. 
complete monopoly in the case of opium, i.e., making up pills at the factory and 
selling them through an official vendor or at the dispensaries, etc. ? 

A .—I think here again we come up against the trouble of control. 

Q. —At present you may have smuggled opium mixed with licit opium. 
Instead of that if a vendor receives bottles of tabloids and proceeds to sel! 
these bottles at fixed rates, would it not be better? 

A .—I think there must be some trouble even then. At least in this province 
I cannot imagine a vendor who would not make an illicit profit even out of this 
arrangement. 

Q .—What do you think of the Burma plan of selling through official 
vendors ? 

A —But our difficulty is that we cannot have sufficient number of men—I 
mean a good class of people. It is an ideal, not a practical scheme. 

The President. Q .—Are not the hands of 'he Government of India likely 
to be forced by the Opium Convention ? 

A. —They will never touch opium in India. 

Q. —You have got it in Burma and in Assam? 

A .—In Burma, they have a religious feeling against opium, just as we have 
in India against liquor. The prohibition of opium for the Burman is justified, 

I understand, on religious grounds. 

Q .—I do not think so. 

A .—I have read that in an opium report. 

Q ,—The sole justification is that the Burmans by race are so liable to succumb • 
to the effect of these things. 

A .—I see from a report here that Sir Alexander Mackenzie stated that 
religion in Burma specifically denounced the use of opium and its use was 
regarded as a heinous offence. Hence there was justification for special action 
prohibiting its use. 

Q .—That was in 1897 or thereabouts, about 30 years ago. So far as religion 
is concerned, the smuggling went on increasing. 

A .—Still it does seem to show that the opium problem here is not in any 
case comparable to the Burma case. 

Q. —Was it not because consumers did not buy for medicinal use that sales - 
were restricted to official vendors? 

A .—I am not clear as to whether the scheme for opium tabloids is regarded 
merely as an administrative measure, or as a part of a policy of restriction 
for the consumer. I am not clear from which point of view to look at it, 
as a matter of organization for the Department or justification for great restriction • 
as a matter of restriction for the c»nsui*er. I do not think there is much 
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from tha point of view of the consumer : departmen tally the system of tabloids 
-might be a good plan. 

Q •—In the first place, there is a great deal of waste in every individual 
.shopkeeper making up doses. Secondly, a lot of fraud is practised in adulterat¬ 
ing the cake and using it as a cloak for illicit practices. 

A. —My information is that they do not adulterate the cake. There is a 
great deal of fraud in the matter of short weight. 

Q. —You are going to charge a man as* much as a rupee for 1/8 of a tola? 

*4.—No. Two to six annas for one-eighth of a tola and this would give 

full intoxication. But I think that, from the departmental point of view, if 

we could get tabloids, it will be an excellent thing. 

Q .—You do not like the idea of the official vendor? 

A. —No more than the idea of the fixed fee system. It seems to me that 

.you have got to get a class of men who is not going to make a huge profit 

-at the expense of Government. 

Q. —If the stuff is simply sent from Ghazipur to be sold at a fixed price? 

A. —The vendor would get something extra for certain. 

Q. —Even if you sold them at hospitals ? 

A.— I am thinking of the ordinary vendors. 

Q. —Suppose Government wanted to restrict opium to medicinal use and sent 
it in bottles as . pills to hospitals and the hospitals were to issue them at fixed 
hours ? 

A. —That will need art enormous multiplication of hospitals. In the Betul 
■district, we have only one headquarters hospital and we have one at most in 
#ach 'tohsil. 

Q. —Hew many opium shops have you? 

A. —Twenty-five. But in the Betul district there is very little opium consump¬ 
tion. 

Q .—In Bilaspur you have a large number ? 

.4.—On that side we get smuggling towards Calcutta. I should think it 
would be very difficult to issue opium satisfactorily through dispensaries. 

Dr. Paranjpye. —They are selling quinine through Post Offices. 

The President. Q .—You want to spread the quinine, you don’t want to 
spread opium. 

A .—I want to make it available. 

©.—Do you think there is any possibility of standardizing ganja by the issue 
of caked ganja . 

A .—Caked ganja was tried : but people would not take to it arid it 
was given up. That was many years ago, long before I had anything to 
do with the Department'. 

Q .—They are still making these in Madras. 

.4.—They never took to them here. I find that in one year out of 1,000 
maunds consumed, only 4 maundg went cut in the form of cakes. 

Q .—You never tried to get a manufacturing chemist on to it? 

A .—I have no knowledge of it. 

Q .—You still destroy ganja after two years? 

A. —We only destrov it when it is declared unfit for consumption. We very 
i a rely 1 destroy. 

Q. —Dees it not lose its intoxicating effect? 

A .—The number of cases destroyed is very small here. 
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Q.—If your stuff is pretty old, won’t that account for the preference for the 
Bombay gonjat 

A. —It is not old everywhere; we renew the supply continually. 

Q. —The old stuff is first sold. 

A, —Yes. But the stock will not last for more than a few months. In view 
•of the encroachment of Bombay ganja, we have had to grow a special brand 
•of our own and issue it at the border shops. 

Q. —You still have trouble about wastage and cleaning ? 

A. —Yes, in the godown. 

Q .—Does not that go on in the warehouses and shops also? 

A.— We sell it in sealed bags and hand it over to the contractors in sealed 
ibags. 

Q. —As a Government monopoly? 

.4.—Yes. 

Q .—Do you finance the cultivator? 

A. —Yes, we enter into contracts with him. 

Q. —You have got rid of the middlemen ? 

A,—Yes. 

Q .—The smuggling of opium is a very serious matter. Does it not hurt you?. 

A. —The smuggling of opium on a large scale does not hurt us at all because 
fit is a through traffic. Prices here are not high enough to attract the expert 
smuggler. 

Q. —Have you any record of the operations of a Burma Police officer who 
was deputed in 1911 to co-ordinate preventive measures against opium smuggling? 

A .—I saw those papers in connection with a report I made on opium smuggl¬ 
ing in the provinces. 

Q, —Could you let us have a copy of that report? 

A, —Yes. 

Q. —What was the result of your enquiries? 

A .—The fall in consumption was found to be almost entirely due to the 
increase in price. 

Q. —You search trains on the frontier? 

A. —No; we are rather weak in that respect. The Excise staff has no 
-exclusive railway charges. They have territorial charges only. We have no 
railway Excise staff. 

Q. —Don’t you need one ? 

A. —We do not. I urged Government to put the opium smuggling operations 
in charge of the Railway Police, but they demurred to making them primarily 
responsible, though I thought it was the right thing to do. 

Q. —Have not most provinces got their own railway staff? 

A, —I have not ^heard of it; we have not-got it in this province. 

Q .—Would you advocate the employment of an officer to fulfil the same 
functions as the Burma officer fulfilled ? 

A .—He merely wrote a report as far as I recollect. 

—The original intention was that he should co-ordinate the duties of all 
the local Excise C. I. D. Bureaus. 

A .—It was on his report, I think, that we started an Excise Bureau. 
No Bureau existed before that. I do not know if he was meant to be a 
permanent part of the system. 

<?.—A permanent Excise Railway staff would have to be paid by the Gov¬ 
ernment of India ? 
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A .—Our Local Government would not be directly interested. The police* 
objected to helping in regard to opium smuggling, because they said it wa^ 
not directly a matter of provincial concern. But that view was not accepted 
by the Local Government and was rightly rejected. 

Q. —You don’t know how far cultivation still goes on in Central India ? 

A .—I have no information at all beyond the reports we see in the Excise 
Bureau gazettes. 

Q. —They are restricting very largely, aren’t they? 

A .—I imagine it is ail under some sort of nominal control, but in actual' 
operation, the control is not very effective. 

Q. —Would you like to see it all stopped ? 

A .—Of course. We have a lot of border smuggling which I am fighting 
to stop. We cannot open any opium or gunja shops on the Central India 
border, because nobody will ever come to them. They get their opium from 
the States. 

Dr. JFlyder. Q .—Can’t you come to an agreement with the Indian States?' 

A .—I suggested that we should follow the example of the "United Provinces 
who prohibited the import of drugs altogether from the Central India States, 
and I got a very indignant reply that this was a reflection on their attempts} 
to co-operate. My proposal was rejected by the Local Government; but I am 
going to press for it again. 

The President. Q. —Can you absolutely prohibit import; are not your 
powers limited ? 

A .—We can prohibit import if it has not paid the duty assessed on opium 
in this province and we have prohibited import in the case of liquor. One 
tola is the maximum limit of possession in the C. P. 

Q. —Why do you vary the rates for o^ium in different districts ? 

A .—This was only a temporary arrangement. We have our auctions in 
November and the Government of India’s orders regarding an enhancement- 
of the cost price of opium were received in 1922 after our auctions had taken 
place in 7 districts. In these 7 districts no change was possible. But in 
others the issue price was raised. We have now got absolutely uniform rates. 

<2-—You say Government are going to answer the questions about stamps. 

A. —Yes. 

Q .—As Superintendent you have nothing to do with that? 

A .—I have only to do with the administrative side. The inspection *of 
the vendors’ work is done by the Excise staff. 

Q .—You appoint vendois? 

A .—The vendors are appointed by the Deputy Commissioner in the case of 
court-fee stamps and by the Collector ■or Sub-Divisional Officer in the case of 
general stamps. 

Q.-~ What commission do they get? 

A .—I do not know. 

Sir Percy Thompson Q .—Do you recognize a stamp which has been bought 
in any other province ? 

A .—'Yes. We only do a very .small amount of embossing on cheques; such 
embossing as is done is done in my office. 

Q —Is not that unfair ? 

A. —Yes, we lose revenue on that. 

Q. —The stamps are bought in the province where the headquarters of the* 
Bank is situated ? '* 

A. —Yes. 
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Q .—So Bombay and Calcutta get the receipts from the Central Provinces and 
the United Provinces? 

A. — We get a mere fraction of the stamp duty on cheques. 

Q .—And you acquiesce in that position? 

A. —We have acquiesced so far. 

Q. —As long as it was *n Imperial receipt, it did not matter, but when 
the duty on cheques has definitely been handed over to the province, your 
receipts cannot approach to anything like the receipts of a province like Bombay 
or Bengal ? 

A. —That is so. 

The President. Q —Does not the same thing happen in regard to bonds, 
agreements and so forth? If a company operating here is managed in Bombay, 
do you get tho duty? 

A. —The Courts receive duly stamped bonds; they do not mind where the 
duty is paid, so long as the documents are adequately stamped. 

Dr. Paranj'pye. Q. —According to the law of the province: 

A. —Yes. 

Q. —If tho rates were different in different provinces ? 

A. —They will then no doubt object. 

The President. Q .— They will make them add the additional duty? 

A. —Yes. 

Sir Percy Thompson. Q. —You have some provision for that in your Act? 

A. —Yes. 

The, President. Q.— You do not allow a vendor to give a commission ? He 
must sell for the full price; is not that a condition with you? 

A .—He gets his percentage from Government ^nd must sell for the full price. 

Q .—You appoint a salaried man? 

A. —The feeling in this province is against official vendors, and so we have- 
done all we could to get non-official vendors. 

Q .—I do not mean by * salaried man that you allow a tahsildar to sell 
stamps. You appoint a man, say, on Us. 30 or Rs. 40 and say that is enough! 
for him. 

A. —We have never done that. 

Q. —-Don’t you think some make very big commission? 

A. —Perhaps some do; but I do not think that the profits from the business 
are very large as a rule. 

Q .—It is only in places where there are High Courts that they make large 
profits ? What is your system for stamping certified copies ? 

A. —The system was changed 3' or 4 years ago. Instead of having impressed 
stamps, they buy court-fee stamps and affix them on plain paper. 

Q. —You did have the impressed stamps, but abolished them. 

A. —Yes. 

Q. — Why? 

A. —I don’t know why it was done. 

Q. —Have you to buy the stamps for the copies ? 

A. —I think one has to produce his own paper and to pay the fees in court- 
fee stamps, in addition to the charge for copying. 


P 



226 


Q. —Don't you find you are losing money on this system? 

A.— I do not know if it has ever been worked out. 

Dr? Paranj'pye. Q. —Are the copyists regular Government servants? 

A. —It depends on the pressure of work; they have what they call Section- 
writers,' 

Q .—They are paid monthly? 

A.—Yes. 

—It is possible that the Stamps collected may not cover the cost of the 
service ? 

#*.—I do not think it has been worked out; I have no information. 

Q. —As regards salt, you said you would make some enquiries for us. The 
•position, as we understand it, is that in Jubbulpore you get salt from Sambhar, 
and in Nagpur you get it from Bombay. Could you kindly let us have the 
class of salt on sale in the bazar in Jubbulpore, Raipur, and Nagpur, what the 
rate per seer is and whether it is sold by weight or measure. Here we get 
the competition from three different sources. We want to know on what 
terms they compete and whether there is a large addition on account of the 
middleman’s profit. 

A. —I will find out. I only know that at one time there was great diffi¬ 
culty over transport on account of shortage of wagons and they had to get 
passes for salt in the Betul district; the salt came from Sambhar. 

The President. Q. —You have a tree-tax working ? 

A.—Yes. 

Q.-~ -Is it working all right? 

A.—Excellently. 

Q.—You number all the trees ? 

A. —Yes. 

Q.— Your rate is Rs. 3? 

A .—It is now Rs. 4 in the Central Provinces and Rs. 5 in Berar. 

<2-—What does the malguzar* charge? 

A.—It depends on the tree. I have heard of cases in which the malguzar 
charges Rs. 4 a tree. 

Q.—You have no control over them? 

A.—None whatever. I am having some difficulty even with Government 
trees, because the Land Revenue P Department have started charging Re. 1 as 
tree-tax and the Forest Department, Rs. 3. On the Madras principle, we ought 
to have a limit for the ordinary use of the tree and not let other Departments 
encroach on our excise revenue. Our trees are not gocad trees, we cannot get 
very high assessments for them and it is absurd that there should be two 
Departments competing for, the tree-tax. 

Q. —It is not only small private owners who are putting up the rates. Can 
you tell us, whether when the malguzar charges Rs. 4 a tree, it is taken into 
account in his rent? 

A.—His siwai or miscellaneous income will include these. It will be very 
difficult to prove that he has included them and the actual proportion of the 
assessment will be very low. 

Q. —So that your tree-tax is a free gift to the malguzar? 

A.—It is not a free gift, because Government will take it into considera¬ 
tion in assessment. But it will not be a heavy charge. Our excise revenue 
is greater than the land revenue in several districts. In Nagpur we get much 
more out of excise than from land revenue. 

Q.—In spite ef your strong temperance policy? 

A —Because of our strong temperance policy. 
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Khan WALI MUHAMMAD Sahib, B.A., Commissioner of 
Income-tax, Central Provinces and Berar, was next 
examined. 


Written memorandum of Khan Waif Muhammad Sahib. 

Q. 33. —Income-tax being a direct tax is always resented by the public. This 
is the case even now and it will be more so when the rates are raised. In 
the event of a substitute being, however, required for other taxation that, is 
abolished, it will become absolutely necessary to increase the revenue under 
this head. Rise in rates of income-tax would bring in more revenue. It would 
he a sound policy to increase these rates in the case of those persons only who 
would be benefited by the abolition of a particular tax. But since income 
from all sources is now taken into consideration at the time of taxation it would 
not be possible without lot of enquiries to distinguish income derived from one 
source from that derived from another source and to levy tax at a higher rate 
in one than in the other and it would also be of doubtful expediency. I am 
therefore of opinion that if it becomes necessary to raise more revenue from 
this head all incomes should be taxed at equal rates irrespective of the sources 
from which they are derived. 

The raising of rate of income-tax would depend upon the amount of extra 
revenue required. My impression is that inasmuch as the income-tax rates are 
not fixed by the Income-tax Act itself but are dependent upon the rates given in 
the Finance Act of the Government of India, these rates are fixed with reference 

the requirements of a particular year. If therefore one could have an idea 
of the increase in revenue desired, one could propose higher rates of taxation 
in the light of that information. As the question is very general I cannot help 
dealing with it as such. 

It may be observed at the outset that fluctuations in the revenue from this head 
(and sometimes marked fluctuations) must always be expected, as the tax is 
dependent upon trade conditions of the year. Owing to the high profits during 
the war time, the revenue from income-tax has. shown some good results; but 
as the war-boom days are gradually disappearing and the country is returning 
to its normal conditions, the figures of revenue which have been arrived at 
during the last three years cannot be expected. Revenue has already begun 
to show a downward tendency not only in this but also in some other provinces 
oi India. Hence though an increase in the rates of income-tax be suggested at 
present it would be always liable to modifications later on according to the 
requirements of the year. 

When income-tax has to be increased as a substitute for some other tax, it 
‘ means that a substantial increase in the tax is desired. It is very much doubted 
if such an increase can be expected in a province like this without substantially 
increasing the rates of taxation and without lowering the minimum taxable limit 
and bringing in to be taxed some other incomes exempt up till now. I have 
already observed above that it,is not possible to distinguish between classes of 
income that should be brought to bear this additional burden. In fact all in¬ 
comes that are not taxed at all should be taxed to income-tax. For reasons 
given in replies to other questions I beg to think that to raise more revenue 
from this head it would be worth while to reduce the limit of taxable : ncome 
to Rs. 1,000 and to include the income from proprietary profits in the category 
<*f taxable incomes and to enhance the rates of taxation applicable to the different 
g&ades of income and thus raise more funds. Attached is a statement showing 
the total incomes according v,o the figures of 1923-24, the income-tax derived 
from them at the rates proposed and the increase in the revenue expected. This 
rise in rate would give about 36*6 per cent more as income-tax. The figures of 
1923-24 were much inflated for various reasons. Ordinarily the revenue from 
income-tax should be put at 35 Ihkhs and increase at 36*6 per cent would bring in 
about 12*75 lakhs more. 

There are not many super-tax assessees in this province. The greater portion 
of this tax is paid by only five assessees and their incomes too fluctuate much. 
But in other provinces increase in lower rates would give substantial results. 

p 2 
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I am not in possession of facts and figures to estimate the increase in revenue- 
by taxing ♦ proprietary • profits. But I expect a substantial increase on this 
account. 

Q. 3 —The graduation scheme seems based on the principle that a man who 
has superabundance of wealth should relatively speaking give to the State a 
little more out of his earnings than his less fortunate brother. It seems to exclude 
the rich from getting the advantage of favourable or low rates of taxation meant 
ioi those who are not well off. Strictly speaking this principle would imply that 
the greater the number of graduation the more equitably distributed would the 
burden be to the tax-payer. It would be very difficult to work this theory in 
practice. For practical purposes, therefore, the present scheme of graduation 
seems satisfactory and I do not think it necessary to base it on English or Con¬ 
tinental practice. 

Q. 35 .—It stands to reason that a man who earns his income with the sweat 
of his brow should not be taxed to the same extent as his brother who has 
wealth at his command and earns income without personal exertion. It is there¬ 
fore that the question of differentiation between earned and unearned incomes for 
the purposes of income-tax has been discussed in many treatises on the subject. 
It is assumed that with the progress of time a more refined method of discrimina¬ 
tion will be attained and the classes of incomes, to discriminate one from the 
other, will be more numerous than at present. The question is whether time to 
make this differentiation is come in India. Though income-tax in India has been 
existing from 1860 with some breaks, it assumed a more definite shape in 1886 
and is now worked on sound principles from 1918. It may thus be argued that 
it is yet too early to make this differentiation. But for the growth and progress 
if industry in India which seems most necessary, such a step seems desirable. 

I am, therefore, of opinion that steps should be taken to differentiate between 
earned and unearned or lazy incomes. In making such a differentiation, condi¬ 
tions obtaining in India will have to be specially looked into. Steps will also' 
have to be taken that this principle does not degenerate into any abuse. 

Q. 35 .—I do net think it is practicable, without proceedings of a very 
inquisitorial nature, to make allowance for the number of persons supported out 
of the particular incomes in India. It is within the knowledge of everybody 
that in India a man who may bolong to the Hindu or Muhammadan persuasion 
has got more dependants than perhaps in other countries in the world. It seems 
a well-established custom among the old residents of India to support not only 
their family members but also- other and distant relations. It is sometimes 
observed that with the increase of income demands of dependants and relations 
increase. Some of these relations or dependants are such that a man would not 
like to mention because of their being looked down upon owing to social customs 
and manners. I am therefore of opinion that it would be better to nominate the 
taxable minimum than to make allowance for persons supported out of a particular 
income. 

Q. 37 .—No answer. 

Q. 38 .—In answering this question I beg to first observe that to me it seems 
that the definition of the phrase “ agricultural income ” under section 2 (1) of 
the Indian Income-tax Act, 1922, requires a little modification according to my 
ideas. From this phrase I understand the income which is derived by actual 
cultivation or tilling of the land. It should therefore be distinguished from the 
income of a proprietor. If the principle, of one income being not taxed twice 
over, were to be applied in this case too, I am of opinion that the income 
derived from actually cultivating the land should not be taxed because the 
agriculturist or rather I should say the cultivator of the land pays a certain 
portion of his income to the State as rent; but I do not understand as to how 
rent, which comes into the hands of a proprietor and a part of which he keeps 
himself and the other part lie pays to the State, can be called the income from 
agriculture. In the Central Provinces these rents are collected by the proprietors 
from their tenants (actual cultivators of the land). Malguzars, according to the 
terms of the settlement, keep a certain portion of them for themselves (it is 
generally 50 per cent) and pay the remainder tb the Government as revenue. 
The remaining portion of rents does come to them as their income not derived 
from agriculture but derived from their being malguzars, t.e., having invested 
some money in the villages. I do not see why for purposes of income-tax this 
investment should be distinguished from other investments the incomes of which 
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-are taxable. If a man invests in f house property, non-income-tax-free Govern¬ 
ment securities, shares of companies, etc., and makes income on that, his income 
is taxed. If the same money comes to be invested in villages its income is not 
taxed. I do not know how this is considered equitable. It seems presumed that 
the rent which the tenants pay and the niwai incomes which the malguzar makes 
in his village, are his incomes and out of these the malguzar pays 50 per cent 
to Government and therefore the assets of a village are already taxed and no 
income-tax should be levied on the assets left in the hands of the malguzar. To 
me this seems a wrong argument. The rents collected by the malguzar or other 
siwai incomes derived from the village are the property of the State and the 
malguzar is not in the least entitled to them. On account of his having invested 
in the village he is left a certain portion of this by way of drawback or commission 
on the collections. This commission or drawback should be as much liable to 
income-tax as other income of similar nature. I am therefore of opinion that 
the income derived by actually cultivating the land should not be taxed to 
income-tax as a portion of it is already taken in the shape of rent by the State* 
but the income of a malguzar or landlord derived from his village called 
“ Proprietor’s profits ”, should be taxed. In taxing the landlord I would not 
distinguish between the absent landlord or the money-lender who becomes the 
owner through foreclosure or mortgage, and others. I have not been able to get 
the information to say as to what portion of the land-owners actually farm their 
lands nor does this information become necessary in the face of the reply given 
by me, 

Q . $9 .—For want of necessary information before me I am unable to answer 
this question; but to me it seems that a substantial increase in revenue on this 
account should be expected. 

Q. 40- —I do not understand how a payer of land revenue can be compared 
with the payer of income-tax. To me it seems that the two persons are quite 
different in their responsibilities to contribute to the State. The former is liable 
to pay the revenue to the State for the use of the land, irrespective of the 
amount realised by him as rents; whereas the latter contributes to the State only 
on his ability to pay the tax. Hence in the latter case only, the question of 
exemption arises. In 1919 when the exemption limit was raised from Es. 1,000 
to Es. 2,000, the chief arguments in its favour were the high prices and high 
cost of living. These conditions do not seem to obtain now to the same extent; 
-and I think that if more revenue is wanted there would be no harm if the 
-exemption limit is reduced to Es. 1,000. 

Q. 41 . —It is to be regretted that the growth of the accountancy profession 
since the passing of the Indian Companies Act, 1913, has not been much perceptible 
in this province. It seems due more or less to the number of companies in the 
province being very limited and also to the fact that of the existing companies 
in the province many have their headquarters in Bombay where their accounts 
are audited by certified auditors. There are only two certified auditors who audit 
some of the accounts of small companies and individuals in the province. Even 
of these two, one lives in Bombay and comes only when he is specially called 
by any company. He has not been seen so far to audit the accounts of indi¬ 
viduals. Only one auditor stays in the province and is seen to be going about 
auditing certain private accounts. >Tn some cases the audit by this gentleman has 
not been found very satisfactory from the income-tax point of view. Since the 
companies have, under the law, to present their audited balance sheet to the 
public the reproach in question cannot be said to apply to them at all. But 
small companies or individuals who are not, under the law, required to publish 
their audited accounts, have not been touched by the growth of the accountancy 
profession in question. As has been observed in the annual reports many 
means are detected as having been devised to evade taxation. It is true that by 
the introduction of a centralised and more efficient system of income-tax control, 
the reproach has to a great extent been removed, in some cases due to the fear 
of the assessees being penalised on concealed incomes and in some cases to the 
checking of accounts in the income-tax! office. But yet I regret to observe that 
the reproach is not fully removed nor does it appear to me to be capable of 
being fully removed, for so long as human nature remains what it is* people 
would devise means of evading taxation on their incomes if they can help it and 
no system of control can check this completely because of the limited time 
during which these accounts, written for the. whol£ year, have to be checked. 
The reproach has, however, been removed to a very great extent. 
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Q. ft.—It seems to me that it is yet too early to prescribe any standard forim 
of keeping accounts to be maintained by the tax-payers generally, or by any class 
of them in India. Income-tax has been existing in Tidia for only a few decades, 
whereas in England and France it has been in force for over a century. Besides 
this, specially in this Province, many of the tax-payfrs are illiterate, and to these 
having small incomes such a procedure would mean additional expenditure and 
trouble. It is difficult to find tax-payers of a particular class having incomes 
only over certain amounts. All classes of tax-payer s have incomes ranging from 
the lowest taxable limit to that liable to the highest rate of taxation. Besides 
this, even the present system of makajani accounts seems to me to be a suitable 
one, provided the accounts are correctly kept in that system. I think the time 
has not yet come to order the accounts to be kept in any particular standardised 
form. What I would wish is that to avoid duplication of accounts it would 
be better if in the Civil Courts only those books are admitted into evidence 
which, in the case of income-tax payers, have been produced ^before the Income- 
tax Officers and examined by them. To this end it would perhaps be necessary 
for the Income-tax Officer to put his seal over certain pages of the book produced 
before him. 

Q. ft .—I consider that the publication of particulars of incomes taxed in the 
nowspapers and employment of non-official assessors or commissioners in assess¬ 
ment cases would to a great extent act as a check and tend to reduce frauds 
upon income-tax in India : but there would be a great volume of opposition to 
these steps being taken. Even at present some of the tax-payers seem to think 
that their accounts which should be of a very strictly confidential nature, should 
not be called to be examined by Income-tax Officers. An Indian income-tax 
|>ayer, specially of the trading class, attaches a very great importance to his 
what he calls “credit*’. Even though he be incurring losses or making very 
nominal income he would like to pose that he makes very big amounts of income. 
It is on his credit in the bazar that he is able to raise capital for his business. 
If his accounts are given publicity and the real state of his business known, it would 
bo difficult for him to maintain his credit in the market. It is on this ground 
that, though the system of making the return has been in existence in India 
for the last six years, many a tax-payer has evaded making the return or evaded 
producing the books of accounts before the Income-tax Officers. The provisions 
of section 54 of the Indian Income-tax Act do not seem to remove their doubts 
in the matter. The objections against Advisory Boards summarised by Sir 
William Meyer in his Council speech, dated the 14th March 1918, still hold good. 
With the lapse of time and change of ideas of the tax-payers as regards their 
state of business, such an innovation is possible. Without it, it is rather difficult 
to think of steps that could be taken to bring public opinion to bear. 

Q. ft .—It does not appear to me to be necessary that any steps should be 
taken to discourage the issue of the tax-free securities because of the ground, 
that the effective rate of interest is higher to the rich holder whose rate of income- 
tax is higher than to the poor man whose rate of income-tax is low : because the 
rates of taxation are fixed according to the capacity of the man to pay a certain 
portion of his income to the State. So on this principle it naturally follows that 
the effective rate of interest would be higher in the case of the rich man. There 
is, however, one other argument which is put forth against the tax-free securities. 
It is that the public consider that though these securities are called tax-free, 
the income derived from them is taxed indirectly inasmuch as it is taken for the 
purposes of rate. This appears to be a very strong argument in favour of 
discouraging the issue of tax-free securities and on this ground I consider it 
necessary to take steps to discourage Miis. 

Q. ft .—I have not sufficient material to consider this question. 

Q. ft. —In this province there has been only one case of double taxation and 
very few cases of taxation on income derived from outside India. We have 
therefore not much to do with the provisions of the existing law on the subject 
and no difficulty in the matter has been experienced. We seem to be satisfied 
with the present provisions of the law on the subject, 

Q. ft. —One of the chief grievances of the tax-payers in India against the- 
system of assessment has been that the State never took into consideration the 
losses which they sustained in a particular year, but always taxed their income 
which they made in its following or the preceding year. The system of taxing 
three years’ average income would therefore bo ver> much welcome by the tax¬ 
payers. It will have a more equalising effect on the revenue to the State also^ 
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but it would effect the State revenue to a very great extent and. to have an 
average revenue, the rates of taxation will have to be increased. The three 
years’ average system will also tell heavily on the tax-payer during the years of 
the decrease of his income when he can least well afford to pay tax on it. 
Objections of this kind seem to have been taken in England also to this kind 
of assessment but it had been continued on the sanction of time. If it is intro¬ 
duced in India I think it will be liked by the tax-payers. To arrive at average 
of three years’ revenue the rates of taxation will have to be raised. People 
whose incomes are of fluctuating nature would not mind this. This would how¬ 
ever tell upon people with fixed incomes, such as salaried assessees, etc. But 
this cannot be helped. 

Q. '156 .—I accept the reasoning that income-tax should be levied at uniform 
rates and should therefore be centrally administered. Besides its being preventive 
against the transfer of business from place to place, it gives special facilities to 
the Central Government for a very efficient control over the administration of 
the Act in all the provinces. It may be argued that if all the Provincial Gov¬ 
ernments were to be advised to have uniform rates it would be possible to have- 
it locally administered. To me it seems that local influences over the staff would 
then have a very great influence and it would be very difficult to say if it could 
be properly controlled. Moreover, the administration of the Income-tax Act has 
become a little complicated affair and requires greater attention from its adminis¬ 
trators than in the past. I think it practicable to make a division of the proceeds 
of income-tax between the Central ^nd the Provincial Governments. Up till now 
the rule has been to give the Provincial Government a share at 3 pies per rupee 
on the assessed income in excess of the assessed income of the year 1920-21. It 
worked .well; but it seems that when, in a particular year, the assessed income 
does not exceed the figures of 1920-21 the Local Government would be getting 
no share in the income-ta» realised in the Province though owing to the rise 
in the rates of taxation the revenue under this head may be more than in 
1920-21. If the figures of 1920-21 are for any special reasons to be strictly 
followed, I would recommend that instead of the assessed income, the figures 
of actual revenue of 1920-21 should he taken as the standard and the Provincial 
Governments should be given a share in the excess of the revenue raised under 
this head. The proportion can be ascertained in consultation with the Local 
Governments. 

Q. 167 .—I regret I do not know the conditions of administration that obtained in 
the United Spates of America when the observation in question was made; but 
it appears to me that the same could be said of the Central Provinces and perhaps 
the whole of India. It is not only that the central administration of income- 
tax results in uniformity in rules, procedure and methods of assessments (which 
in themselves are a great advantage) but for the discretion of the Income-tax 
Officer (specially the subordinate officers) to be exercised in an unfettered manner 
it is most necessary that they shculd be beyond the influence of the persons 
whom they have to tax. Such cannot be the case if the department is not 
centrally administered* 

Q L '171.— I beg to refer to my answer given above, i.e., to question No. 167. ' 
In the Central Provinces, administration of income-tax was never carried out by 
authorities subordinate to popular bodies and no experience in the matter has 
been gained. But from the few instances that happened in the province, I am 
of opinion that it is desirable that the administration of income-tax should be 
independent of the electorate. 
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Khan Wall Muhammad Sahib gav» oral radanei a* to lows 

The President. Q .—You are the Income-tax Commissioner? 

A. —Yes. 

Q. —How long have you held that office? 

A. —This time I have held it for ten months and I was also holding that 
rpost last year for two. months. 

Q .—Do you belong to the Central Provinces? 

A .—Yos. I have been in the Central Provinces all my life. 

Sir Percy Thompson. Q .—In answer to Q. 33 you say in the first paragraph 
of your answer ‘ I am therefore of opinion that if it becomes necessary ro raise 
more revenue from this head, all incomes should be taxed at equal rates irres¬ 
pective of the sources from which they are derived \ Has it anywhere been 
suggested that different kinds of income should be taxed at different rates except 
with regard to earned and unearned incomes? I don’t quite see the point there. 

A .—What I meant was that all incomes should be taxed at the same rates. 
In practice it would be possible to levy different rates on incomes derived from 
different sources. For instance, in the case of excise, *we could levy a tax at 
higher rates on excise contracts if excise revenue is totally removed. 

Q .—ifou do not suggest that it should be taxed at a higher rate because 
it comes out of excise? 

A. —That was my idea. 

Q .—Do you mean to say that you could differentiate between two people, 
one of whom is a tailor and the other a vendor of intoxicating liquors? Do you 
mean to say that because the vendor of intoxicating liquors pays a big fee for 
the right to sell the liquor, therefore he should not be subject to income-tax? 

A. —What I say here and what I have written is my personal opinion and it 
has^ nothing to do with the department. What I meant was this. In case the 
excise tax was abolished, the man who would benefit most by it should he asked 
■to pay the income-tax at higher rates. 

Q .—Do you mean the man who drinks at present? 

A .—Of course it will naturally fall upon him. But the man who makes 
income out of excise must be taxed at a higher rate. 

Q. —He is going to lose his income if the excise is abolished. 

A .—Will there be no sale of liquor then? 

Q •—If you abolish excise there will be free competition; everybody will sail it. 

A. —Then the man who sells it will be liable to pay the higher rate. 

Dr. Hyder. Q .—Will it be fair to differentiate between an agriculturist and 
the seller of intoxicants—between man and man? 

A. —Because he has been paying some tax and now in lieu of that tax he is 
asked to pay something more. 

Sir Percy Thompson. Q .—The vendor of liquor will pass it on to the 
consumer; it would be in the price of liquor. 

A. —The income is made by the vendor and he will be liable to be taxed. 

Q ■—But I do not see how you can use the argument that because he pays 
a high vend fee which he passes on to the consumer, he should be taxed at a 
higher or a lower rate for purposes of income-tax. 

A. —That is how I view it. 

The Maharajadhiraja Bahadur of Burdwan . Q. —You say ' in the event of 
.a substitute being however required for other taxation that is abolished, it 
will become absolutely necessary to increase the revenue under this head/ I 
should Hke to know what you mean exactly by it. Suppose certain taxes were 
abolished. Do you mean to say that because they are abolished, therefore 
income-tax must be increased ? 

A, —No; not necessarily. Perhaps there was a mistake in the typing. 

Q—At page 227 of your notes you say ‘ it would be worth while to reduce 
the limit of taxable income to Rs. 1,000/ What I would like to know is that. 



234 


apart from any question of the Government getting any additional money, is it 
your view that the present limit of taxable income should be reduced? 

A. —That is not my view unless more money is required. 

Sir Percy Thom/pson. Q .—Would you rrHnd just looking at the statement 

f iven at the end of your notes ? I do not quite understand how you get those 
gures in respect of incomes between Rs. 1,000 and Rs. 2,000. 

A. —These are the figures worked -out from the returns of 1918-19. 

Q .—They may have altered considerably since then. 

A .—They must have. These are only approximate figures. 

Q. —Taking your figures as correct or approximately correct, you notice that 
the number of persons getting incomes between Rs. 1,000 and Its. 1,999 is 12,000 
in this province; the number of all other assossees comes to just about 10,000. 
That means that if you lower the exemption limit to Rs. 1,000, you would have to 
deal with more than the double the number of assessees. 

A. —Yes. 

Q .—And for that, according to your estimate, even at the rate you have 
proposed, you would have an increase of about 3 lakhs of rupees. 

A. —Yes. 

Q. —Is that worth while? 

A. —I think so; because we get 3 lakhs as additional revenue and the expen¬ 
diture will not be very much. 

Q .—What do you think the expenditure will be? 

A. —It is rather difficult to estimate. At pra u ent it is 6 per cent on the 
total revenue and it might be about 1 per cent more. 

Q. —Would it not mean double the staff? 

A. —Not necessarily. The subordinate staff may be strengthened a little. 
The smaller income-tax cases do not require much time. It is only the larger 
incomes that take much time because the accounts have to be gone into. 

Q. —You say you are not in possession of facts and figures to estimate the 
increase in revenue by taxing proprietary profits. Can you make any rough 
guess ? 

A. —My impression is that the total revenue under land revenue in this 
province is about Rs. 2,10 lakhs of which 87 lak'is comes from Berar. This 
revenue in Berar is collected by patels who get commission on the money 
they collect. What is collected by them is paid into the treasury and the patels 
get 7 per cent as their commission. In the Central Provinces there is what is 
called the malguzari system and the malguzar gets 50 per cent of his collections 
from the village. Now if we stick to the limit of Rs. 1,000 or even Rs. 2,000, 
many of them would not be assessable so far as the Central Provinces are 
concerned. I think you may get one-third of the total income, i.e. , about 40 lakhs r 
to tax in the Central Provinces. 

Q .—You think that one of every three would have incomes over 2,000? 

A.—Yes. 

Q. —They have much by way of other incomes? 

A. —Yes. 

q —What are they? 

A .—Money and grain lending. In the Central Provinces the malguzar advances 
grain to the people and he realises interest, he also has siwai. 

The President. Q. —To 'frhat extent do you tax liis profits from money lending 
and siwai. 

A. —It depends upon the total income. 

Q •—But how do you tax all his income from money-lending even though it 
is practically a rent? 

A. —It is not rent. Rent is quite different from the interest on money-lending* 
Sir Percy Thompson. Q. —Have you not heard of the system under which 
a man lends at a low rate of interest and exacts nazaranal That interest seems 
to be almost indistinguishable from rent. Now would you tax that interest 
when it is in the form of interest and not in the form of rent? 
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A. —Anything other than rent is taxed. 

Dr. Paranjpye. Q .— What about miscellaneous income? 

A. —That is taken into account at the time of the settlement. That is not' 
taxed to Income-tax. The total assets of the village— siwai and income from 
minerals and fisheries—-are taken into account and the total is calculated and a» 
certain percentage is taken by the Government, the rest i3 left to the malguzar. 

Q. —Is the forest income treated as agricultural income? 

A. —There is no such rule. But there is a specific instruction given by 
Government that forest income should not be taxed. It is different from the 
agricultural income. 

The President. Q .— Grazing fees? 

A. —They come under siwai incomes. They are assessed to land revenue and 
not income-tax. 

Sir Percy Thompson. Q. —Is it right to say that the part of the siwai income 
which is taken into account for purposes of land revenue is not taken into 
account for purposes of income-tax ? 

A. —That is a fact. All siwai incomes are considered as income for purposes 
of land revenue. There are several kinds of siwai. The word simply means 
extra \ It has got different meanings in different places. When we talk of' 
settlement it has got one meaning and when we talk of interest it has got quite 
a different meaning. 

The President. Q.— Under your arrangement with regard to land revenue, 
what would be taxable, for instance, in fiengal is not taxable in the Central 
Provinces although the Act and the definition are identically the same. 

A. —I do not know about the Bengal system. 

Sh Percy Thompson. Q .— In answer to Q. 34, you say ‘the present scheme 
of graduation seems satisfactory and r do not think it necessary to base it on 
English or Continental practice \ Are there not advantages in the English 
method of graduation? 

A .—I do not know much about the English system. I have not given much 
attention to that system of graduation. So I am not able to answer that 
question. 

Q. —Have you any trouble with regard to incomes on the margin, that is,, 
just at the point where the rate changes? 

A. —But such difference must come about. 

Q. —They do not occur under the English system. 

A. —I do not know about that. 

Q. —The English system is to exempt to everybody—rich and poor—the first 
£225. The next £250 is charged at half rates and all the rest is charged at 
full rates. You get a continuity in the rise of rates and you do not have 
difficulty with marginal income. The Indian system as at present, we had in 
England up to 1920 and then as a result of the recommendations of the Royal 
Commission, this new system was adopted. 

A. —If it has an advantage over the Indian system, surely the public would 
like it. I have not myself studied it much. 

Q t —In answer to Q. 36 you say you ‘ do not think it practicable to make 
allowances for the number of persons supported out of a particular income in 
India \ 

A. —I say it will be rather difficult to find out the number of persons that, 
have to be supported out of a particuk* income in India. 

Q. —Would it be possible to give an allowance for the number of children^ 
who are being educated? 

A. —Yes. 

Dr. Hyder. Q .— Does not everyone send his children to school without extras 
expenditure ? 

A. —Yes. But this would give relief to the poor people whose incomes are 
not very high. 

The President. Q . —Are there not people who need this relief? "Would you• 
extend this privilege to all the income-tax payers? 
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A, —It will be required in the case of poor people but not in the case of 
super-tax payers. But even if it is granted to super-tax payers, it would not 
De much. 

Dr. Paranjpye. Q. —In reply to question No. 36, you talk about the large 
number of dependants to be supported out of the particular incomes, don’t you 
think that it would be possible for the Income-tax Act to lay down definitely 
on whose behalf the abatement ought to be given? 

A. —Yes, we know that there are many people who ought to be supported 
by a man having an income. 

Q .—Would it not be desirable to discourage the large number of hangers-on 
on one man’s income? 

A. —Surely it would be desirable, but it will not be practicable. 

Sir Percy Thompson. Q. —Supposing a man says he has got nine children, 
and you suspect he has not got nine children, would it not be difficult to find out? 

A. —I do not think it is very difficult because I cannot imagine any man 
telling a lie about the number of his children. That would not happen at least 
in India. I do not think any; enquiry would be necessary. 

The President. Q. —Do you mean to say that there is no danger of a 
bachelor claiming any allowance? 

A. —-I do not think so. 

Sir Percy Thompson. Q. —Do you think that super-tax on companies is 
justified? 

A. —There is as a matter of fact only one company which has got double 
taxation, in this province. 

Q. —I am not talking of double taxation, but super-tax on companies. 

A .—I regret I can give no opinion, Sir. 

Q. —You say that the income derived by actually cultivating the land should 
not be taxed to income-tax, but the income of a malguzar or landlord derived 
from his village called “ proprietor’s profits ” should be taxed. Could you tell 
us why you draw a distinction between these two? Why would you not make 
the profits derived from actual cultivation liable to income-tax? 

A .—It is rather difficult to distinguish technically between the two. The 
distinction according to my idea is that the cultivator who cultivates himself 
has got to do much, while the malguzar has to simply collect his income. I 
have drawn the difference between the man who cultivates and the man who 
derives the income. 

Q. —How can you draw this distinction ? I think elren a clerk works and why 
should he be charged income-tax and not the cultivator ? 

A. —Technically speaking he is liable, but I think, considering the position 
of the Central Provinces, it is too much to expect the poor cultivator to pay 
this income-tax. I think it will be supposed that they were never meant to he 
taxed on their agricultural incomes. 

(k—'Would it be considered a breach of contract or faith? 

A . ■ -I think to some extent it would be. 

The Maharajadhiraja Bahadur of Burdwon. Q. —I understand from your 
statement that supposing a landlord or a malguzar, whatever he is called in your 
part of the country, pays three thousand rupees as land revenue and he actually 
gets six thousand rupees from his tenants, on the three thousand rupees that 
he keeps for himself you will have no compunction in putting on income-tax, 
whereas a tenant who pays, say, to the landlord fifty rupees and keeps fifty rupees 
for himself, you won’t put any income-tax on him. Supposing a big tenant or 
tenure holder has to pay two thousand rupees to the landlord and keeps another 
two thousand rupees for himself, would you exempt him? Is your argument 
here that a tenant because he cultivates the land or because he is a direct 
cultivator, therefore, for the profits that he makes he should not have an 
income-tax. But the landlord simply because be does not take the plough in his 
hand, therefore, the rent that he receives from the tenant and keeps for himself 
should be taxed again by an income-tax? 

A. —There is no additional ta3^ because he does not pay any rent to the 
Government. 
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Q .—Does he not pay any rev^ue? 

A. —My contention is that the land belongs to the State, and the malguzar* 
is only a middleman for the collection of rents. 

Q .—Would you ^pply the same principle to the zamindars? 

A. —I do not think that there are many zamindars in this province; they 
are very few. They are no better than malguzars. I think they only have- 
some concession that the full jama is not collected from them. 

Q .—You would consider that what the zamindar gets from his tenants is a 
sort of commission for the collection of revenue? 

A. —Yes. It is only for the collection of money that is Government’s due. 

Dr. Hyder. Q .—Is it not a fact that in the past Sir Bichard Temple and 
other people who made the settlement, turned these malguzars into full pro¬ 
prietors ? Don’t you think that it would be going back on that policy ? 

A. —I do not know what is meant by full proprietors. I do not know the- 
conditions under which the proprietary rights were given. I think they were • 
given with ^ie simple idea that the rents will be collected by the middlemen. 
Afterwards the villages became saleable. I am only telling you what I remember. 

I cannot say definitely about this. 

The Maharajadhiraja Bahadur of Burdwan. Q. —You say that the actual 
cultivator should not be taxed in this case. Supposing a malguzar has a certain 
amount of khudkcsht land, you would exempt him because he is also a direct 
cultivator ? 

A. —No. He would bo exempted from the income-tax only on the income 
which he makes as a cultivator, but not on the share he gets as a malguzar. 

Sir Percy Thompson. Q. —Would you exempt that part of the income which 
he gets as an ordinary tenant? 

A. —Certainly. I would still classify him as an ordinary tenant. 

Dr. Paranjpye. Q ,—Every raiyat is a malguzar if you hold that. 

Witness .—To draw a distinction there should be a demarcation; because a culti¬ 
vator himself cultivates the land his income should be exempted, whereas that 
portion of it which lie gets as a malguzar should be taxed. The two incomes 
technically speaking are the same. But the question is only of differentiation. 

The Maharajadhiraja Bahadur of Burdwan. Q .— Supposing there are 1,000 
acres and you divide it into 10-bigha shares and all become small malguzars. 
You will at once say, because they are cultivating themselves they must be 
exempted ? 

A. —I do accept that there are tenants who cultivate the land and there are 
also malguzars who cultivate certain portions of their lands. When I say that 
the actual cultivator has to be exempted, I mean to distinguish the cultivator 
from the money-lending class who purchase villages. 

The President. Q. —Have you come across cases where people of the money- 
lending class purchase villages? 

A .—Oh yes, many of them purchase villages. In fact the purchasing of lands 
is considered to be a safer and a better investment. 

Q. —Is it partly because the income from it* is not liable to income-tax ? 

A. —I don’t think that i« the reason, but they have an idea that if the money 
is invested in the banks it might be lost and in the case of villages the value 
of villages would increase. Therefore they get income by two ways, one, in 
the shape of prices and another in the interest on the capital. 

Sir Percy Thompson. Q. —You say the growth of the accountancy profession 
has not affected the conditions in the Central Provinces? 

A .—Not very much. 

Q. —Have you any suggestions to make as to any measures which can be taken 
to improve the administration of the income-tax, t.e., to make collection more * 
close to the liability? You do say at the end of the paragraph, that '* so long as 
human nature remains what it is, people would devise means of evading taxation. 
Is it because of the short time within which these accounts must be checked? 
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A. —Yes. It is very short time. As a matter of fact we are required to serve 
notices in the month of April and the assessee has to make a return within thirty 
days. He generally takes, six months. An officer has to deal with at least $ 
thousand assessees. 

—Cannot something be done to remove these difficultie*s? 

A. —Well this law is an improvement on the old law under which no return 
had to oe made. The first lav/ requiring this was the Act of 1918 and therefore 
people are not fully conversant with the procedure. 

Q .—Is anything being done to tighten up the procedure? 

A.-*-Yes, we are gradually doing it. We have got to see a thousand accounts 
nearly and one officer has to do the work in 365 days. It is not possible for 
him to look into the accounts completely. 

Q— AVbuld the position be satisfactory if in fact every man made the return 
within thirty days? 

A .—Then in that case it would be still more difficult. 

Q .—You mean to say in that case the staff will be insufficient? * 

A. —Yes, the staff will be insufficient as *ach account should be completely 
examined. 

Q .—But for reasonable examination in sample years, is the staff insufficient 
even for that? 

A. —I think so. 

Q. —Would it pay to have additional staff? 

A. —No, Sir. It will be very expensive. 

Dr. Paranjpye. Q .—What is your staff ? 

A. —One Commissioner, 2 Assistant Commissioners and 16 Income-tax Officers. 
That covers the whole of the Central Provinces and Berar. 

Q .—Jffiese will have to examine between 11 and 12. thousand assessees? 

A .—No. There is other set’ of officers called Examiners who are eight in 
number. Few oi our Income-tax officers have had training in accounts. 

Q .—I see from your table that you have got about 11,000 assessees. Am I 
right ? 

A. —No, those are only persons who have been assessed in the year. There 
may be other persons who have been exempted. So you have to deal with 
many more persons than are given here. 

Q .— How do you bring in the new people? 

A .—For that we have got a survey staff. There are 12 Sub-Inspectors, but 
they are only temporary. They do this work. 

The President . Q .—What do you do in the case of companies which have 
got their headquarters in Bombay. Do you get any income-tax from the Bombay 
Government ? 

A.—Yes, Sir. We get a share in the income-tax from the Bombay Government. 
But their accounts are not examined here. When a company has got business 
in this province but the headquarters is in Bombay, it is taxed in Bombay, 
but the income will be divided between the two Local Governments in the pro¬ 
portion of 85 to Bombay and 15 to us. In the case of Bengal, it is 70 and 30. 

Q .—How are the proportions arrived at r 

A. —The proportions are simply arrived at by mutual correspondence and 
bargaining. The Local Government gets one pice in the rupee. We have to 
ascertain how much it is and this income is divided between the two provinces. 

Q .—Is there a recognized system of account keeping? 

A.—Yes. 

Q.r— Are all accounts more or less on the same lines? 

A.—There are many kinds of system in which the accounts are kept in the 
Central Provinces. The mahajani system' is a- very common one; it is called 
so, because the Mahajans keep it. 

Q .—There is no officially recognized system ? 
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A .—We cannot force a man to keep his accounts in a particular form. 

Dr. PaMnjjrye. Q. —Are they written in Mahrati or Gujarati? 

A .—They are written in all languages, some in Mahrati, some in Gujarati, 
some in Hindi, some in Urdu and some even in English. 

Q .—You say that if a man’s accounts were given publicity, it will be difficult 
for him to maintain his credit in the market? 

A. —That is the excuse the tax-payers themselves give. 

Sir Percy Thompson. Q.- Don’t you think that it would be a very scandalous 
thing, if when a man has made a loss and it is proved to the satisfaction of 
the Income-tax officer, the officer should proclaim it on the market and spoil 
his credit when he might be a perfectly substantial man? 

A. —From the income-tax point of view or from the point of view of the 
public, the tax payers would not like being exposed. 

The President. Q. —Would it be very difficult for a man to find out his rival's 
income? How does he pay his tax? 

.4.—The tax is deposited in the Treasury either in cash or by cheque. 

Q. —It is all brought into the Treasury books? 

A. —Yes. 

Q. —Would it be very difficult to find out the income from the Treasury books? 

.4. -A man can know what the tax paid is, but it will not be known whether 
he has made any losses. 

Q. —There is no secrecy about the books in which payments are recorded J . 

A— I do not know' ab:ut the Treasury accounts : nobody can get information 
from income-tax books. The Treasury accounts might be published and copies 
might be had. 

Sir Percy Thompson. Q.— You do not object to tax-free securities on the 
ground that they favour the rich man as against the poor? 

A .—There is not much of favouritism there. The genoral contention is that 
tax-free securities are supposed to Vse tax-free in every case. 

Q. —Supposing I a:n 'a ‘very wealthy man and my rate of income-tax U 33J 
per cent; if I take up some tax-free securities which are paying interest at 
4 per cent, I am really getting a rate of interest equal to 6 per cent, because 
if it were 6 per cent not free of income-tax, I should get 6 per cent and pay 
2 per cent to Government. The poor man, who pays no income-tax at all, is 
only getting 4 per cent. 

A■ —Therefore, the poor man would be benefited if tax-free securities are 
not issued at all. If ordinary securities are issued, he will be liable to tax. 

Q. —In other words, tax-free securities are in a way favouring the rich man 
as against the poor man, because they give him a higher effective rate of interest? 

.4.—That is so. 

Q. —Your answer to Q. 47, regarding the losses not being carried forward. 
Would you carry over losses for 3, 4, 5 o 6 years? 

A .—That is keeping a kind of account with the assessee, which it will be 
very difficult to do. 

Q. —You are more or less keeping an account with the assessee, when yon 
have a three years’ average system. 

A. —But for the purpose of assessment, there should be some unit adopted. 
When we adopt one year, we exclude losses sustained by the man in the previous 
year. If w T e take two or three years* average, the losses are taken into consi¬ 
deration. 

Q. —You can do it by the average system, but there are disadvantages with 
regard to the average system and in point of fact, the system was considered 
by the Royal Commission on Income-tax in England in 1920. They recom¬ 
mended adopting the previous year’s basis. They went into the question of losses 
and recommended that you should spread over the losses up to a period of sit* 
years. 
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A. —The assessee, if he gets his losses recognized even once, would be* 
satisfied with it. That means that the whole loss would be taken into consideration, 
at one time. If you take two years* average, it would be sufficient. 

The President . Q. —Do they keep sufficiently accurate accounts to enable- 
you to carry on a system like that? 

A. —Some of the tax-payers do; those who do big businesses have a sufficient 
number of books to keep their accounts accurately. 

Sir Percy Thompson. Q. —In any case, surely you will only allow the losses 
to be carried forward "if the man has proved the losses in the year in which 
he was assessed. 

A.— Yes. 

Q. —To get the same revenue on the three years average system why will you 
have to raise the rate of taxation? How does it make any difference? 

A. —Because, the averages will be lowered on account of the losses being 
taken into consideration. 

Dr. Paranjpye. Q. —Is there any difficulty in assigning incomes to various 
provinces ? According to the Meston Settlement, the Central Provinces get -a 
pice in the rupee on all income additionally assessed above the minimum of 
1920-21. Do you find any difficulty in assigning a particular income to your 
province and a particular "income to another province when a man has his busi¬ 
ness in two provinces? 

A. —As I have said, the two provinces will be settling it between themselves; 
it is no part of the Income-tax Department’s duties. In this province we found 
that the revenue increased when the rate pi tax was increased; but the assessed 
income did not increase; it had fallen. 

Q.~~ In answer to Q. 156, you make the suggestion that the total revenue 
derived from income-tax should be divided beteen Imperial and Provincial. 
You also say that the Central Government should regulate the rates, but the 
Central Government would obviously regulate the rates according to their own 
needs. 

A .—I do not know what the understanding between the two Governments is. 
Instead of calculating the Local Government’s share at one pice per rupee of the 
extra income, it should be so much of “the extra revenue. 

Q. —But the extra revenue would depend on the rate of income-tax? 

A.—Yes. 

Q. —The Central Government would levy the rate according to its own needs. 

A .—It should take into consideration the share that would go to the Local 
Government. 

Q. —Different Provincial Governments might have different needs. One pro¬ 
vincial Government might want a greater sum, another less. 

A. —They could be very easily calculated and budgeted for. 

Q. —All provinces will have to be treated in the same manner. 

A. —That depends upon local requirements. 

The President. Q. —I think the witness’s idea is tt£at the Government of 
India might say “we want one anna this year”, province A might say they 
want 6 pies, and province B, 9 pies. 

A. —As it is, there is an appropriation of income from inpome-tax between 
Provincial Governments and the Central Government. At present the Local 
Governments get one pice per rupee of the extra income. Sometimes, it so 
happens that even if the Income-tax Department makes more money, very little 
share is given to the local Governments. 

Dr. Paranjpye. Q. —But the greater income is made, because the rate has 
been higher. 

A .—And yet there has been a disappointment to the Local Government. The 
principle of the extra income being divided should be observed. 

The President . Q. —Would it be practicable for each Local Government to 
have a Finance Bill on the plan suggested? 
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A .—I do not think it is necessary. The rates will have to be regulated by 
the Central Government. They will know what portion of the income to give 
to Provincial Governments. 

Q .—You are suggesting that the Imperial Government should put on vftiatevei 
rate it likes and you get the income, whether you want it or not. 

Would it be practicable for your Department to collect profession tax for local 
bodies ? 

A. —I have sent my reply on this subject to the Local Government, in which 
I have stated that it would be practicable, but it is not desirable. 

Q .—Why not? 

A. —I am not quite sure if many local bodies would agree to the Income-tax 
Department collecting these for them. 

Q. —Why won’t they agree? 

A. —It depends on the local conditions. 

Q. —Do not the local bodies desire to have information from you as to what 
the incomes are? 

A .—Not at all. In fact we get our information regarding those assessees in 
the municipal areas from municipal records. The man who has a profession does 
not keep any account of his earnings. Therefore, the municipal members and 
the income-tax officers will be equally ignorant of his income. 

Q .—I am speaking about people who are paying income-tax. You have in¬ 
formation regarding their income and the preparation of the schedule is a matter 
of a few minutes. 

A. —We have that income as ascertained from the man himself or from the 
municipal records. Our information is derived, to a great extent, from the 
municipal records. 

The President. Q. —Is it not a waste of money and a cause of harassment ta 
the assessee that he has to be assessed twice over, once by you and again by 
the municipal body. Would it not be much simpler if the profession tax was 
collected by you and paid to the municipality ? 

A .—It would be simple to have one assessing officer, but I think it is very- 
difficult to do it in practice. In the first place, so far as professions are con¬ 
cerned, the members of the Municipal Committee would be better able to know 
the incomes of their assessees than the income-tax officer. 

Q *.—Do you mean they would challenge the correctness of your assessments? 

A. —No, they would be in a better position to know the income. 

Sir Percy Thompson. Q .—Is it not a fact that the profession tax is very 
badly administered by the local authorities? 

A. —I do not know if there is any profession tax worth the name in the 
Central Provinces. There is something in Berar; even that is-not, really speak¬ 
ing, on profession : it is levied on people who practise what is called dalafi. 

Dr. Hyder . Q. —This tax is not levied here, and you have no desire for it? 

A. —No. 

Dr. Paranjpye. Q .—It is one of the optional taxes ? 

A.— Yes; so far it has not been levied in the Central Provinces; and in, 
Berar only what is called dalali exists. 

Q -—You are very emphatic that the administration of income-tax should be. 
independent of the electorate? 

A. —That is my idea. 

iQ .—Would not that apply to the profession tax also? 

A .—I think it should. 

Q. —Would it not be desirable that an independent central staff should be 
appointed ? 

A .—Those whom they elect would themselves make the assessment. 

The Preeident. —You would rather not give an opinion. 


Q 



242 


13th February 1925. 
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Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


nr. PRAPHULLA CHANDRA BASU, M.A., B.L., Ph.D., 
Vice-Principal and Professor of Economics, Holkar College, 
Indore, was examined. 


Written m 3m 3 ran dam of Dr. Basu. 

Q, 6\—No. Because in each of the three cases mentioned I believe that there 
will be habitual under-rating. I have had some practical experience of item No. 
II). My experience is that employers habitually exaggerate the good conditions 
•of labour. Frequently I have had complaints from the labourers that the 
wages as shown in the list of employers never reach them. This is due partly 
to the intervening jobber who takes a share and partly to what pass for dis¬ 
ciplinary measures according to which automatic deductions and fines prac¬ 
tically prevent the labourers from normally receiving the wages shown in the 
employers’ list. 

From what I know about urban land and building valuation, the land-lords 
almost invariably under-rate the value and rental of their land and house 
property. 

Thus the plan will not give any accurate or reliable figures. ‘ Also accuracy 
will depend upon the checks that can be exercised upon the landlords’ valua¬ 
tion. As these must vary from locality to locality, I believe that we cannot 
even get at any common type of errors for which proper allowance might be 
made in order to draw any conclusions of economic importance. 

Q. 8 .—The list is sufficiently exhaustive. I would not rely upon them to 
fcrm a basis of an estimate of the incidence of taxation on different classes. 
My reasons are :— 

(1) They are too fragmentary and disjointed, sometimes even for a dis¬ 

trict or a province, not to speak of the whole of India. 

(2) The standard and basis of the works in the list vary so very much 

that the estimates of two works on the same locality, based prac¬ 
tically upon the same facts, lead to different and often divergent 
conclusions. 

(3) When statistics are insufficient the writers naturally make allowances 

which are often guesses. These wholly depend upon the bias and 
local observation of the writers, both of which vitiate the con¬ 
clusions. 

<4) In the case of family budgets most divergent results can be obtained 
by two persons in the same locality or even in the same families. 



248 


for the reliability of the work wholly depends upon the confidence 
of the families in the investigator. It should be noted that the 
illiterate people, as a rule, wholly distrust the educated people, for 
unfortunately there is a divergence of standard and outlook which 
have led the latter often to exploit the former. 

Therefore, until there are such studies made for all sorts of economic regions 
In India and several independent studies for the same region and the results of 
.all co-ordinated and roughly reconciled, I would not use these studies for the 

present purpose of the Committee. They are admirable in their own way but 

are of no use for the present enquiry except as guesses by scholars. 

I regret that I cannot suggest any process for ascertaining such incidence as 
ithe Committee want. I suppose that time is not ripe yet for such determina¬ 
tion of the incidence with any degree of scientific accuracy. 

Q. 13 .—I would rule out (c) unless the article be a thing of vital necessity 
for the life of the nation and its consumption be as yet very limited per head 'f 
the population. At present I cannot think of any article which is so. Whether 

it should be (6) or (c) will depend upon the quantity consumed and the elas¬ 

ticity or otherwise of the demand for the article. If the former is very large 
per head of the population so that there is little stinting of it by even the 
ordinary people, I would have monopoly profit. For, with a large consumption 
and low marginal unity, the consumers’ surplus will be high, and the con¬ 
sumers should be able to stand a monopoly profit. The total national benefit 
will be the consumers’ surplus for the nation and the monopoly profit to th# 
Government. If the former be very large, the latter which, when first fixed 
•or subsequently altered, is likely to come out of the former plus any reduced 
cost of production owing to the economies of large scale output of the monopoly, 
cannot be a great burden. This will be especially so if the demand for the 
article be inelastic as a result of its consumption being extended far towards 
the level of satiety. 

The element of taxation may appear only in case (c), not in cases (a) and ( b ). 
In case ( c ) also it will appear only w'hen the quantity at which the rate of 
monopoly profit multiplied by the quantity is appreciably less than the quan¬ 
tity in cases {a) and (b). In the circumstances presumed above, viz., large 
consumption and inelastic demand as a result of it, the difference in the quanti¬ 
ties in the three cases is not likely to be great, and yet, by the nature of the 
•circumstances presumed, the rate of monopoly profit will be comparatively high. 

Q. 1 —The element of taxation arises only when the price charged for the 
services exceeds their price when sold by rival producers to the consumers. 
It has no reference whatsoever to the question whether greater benefits may 
pr may not be conferred upon the consumers by a reduction. Thus the ques¬ 
tion depends upon the utility of the services to the consumers and the pos¬ 
sible reduction in the cost of production. The former is difficult to ascertain 
for obvious reasons. The latter is so because, in the case of a monopoly, the 
«cost of production cannot be compared by a reference to rival producers and 

because the special economies of large scale production, which tend to make 

the monopply cost of production lower than the competitive cost of productiou, 
cannot be ascertained. 

(a) Railways .—Although there have been undoubted hardships upon the 
poorer classes by the rise in railway fare during the last six years 
or so, I think that the price paid does not even approach the great 
utility derived from the services by the public. If, however, there 
is any possibility of reducing the cost of production as experts 
aver that there is, to that extent the rise in the rate and fare 

charge has been uneconomic, for the national loss is to be judged 
more by restrictions on trade and movements of the people—a 

highly complicated matter to ascertain—than merely by the loss 
to railways in reduced custom calculated quantitatively. Moreover, 
any such -reduction from the poorer classes inflicts greater national 
injury than when it is from the richer classes. From this point of 
view I regret the lowering of the first and second class fares recent¬ 
ly introduced in the E. I., G. I. P., and B. B. & C. I. Railways, 
while the third and intermediate class fares have been left un¬ 
touched. To an almost indefinite extent I would give preference 
to the latter irather than to the former. 

Q 3 
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(/y) Tramways .—I have experience of Calcutta and Bombay N only. I 
think that the fares are not taxes to any material extent. The- 
price for the services seems to be quite moderate, that is, an 
amount which the consumers would have to pay in any circum¬ 
stances. In Calcutta, however, there is one defect, viz,, that over 
a line, which usually is very long, there is the same charge irres¬ 
pective of the distance; but probably this is due to practical con¬ 
siderations. 

(c) Posts and Ttlegraphs.—^ The prices have increased very much in- 

recent years. Yet I think that the charges are moderate, and ? 
long as they are so, the element of taxation cannot enter to any 
great extent. 

(d) Profits on coinage or exchange .—The profits on coinage as such have- 

absolutely no element of taxation. Money is used at its face value, 
and the intrinsic value which only is affected by the token character 
or the coin (giving rise to profits on coinage in India over and 
above the segniorage charge) has nothing to do with the consumers. 

In the case of the rupee, however, since the breakdown of the exchange- 
system in 1920, there is the effect through exchange. In normal times when 
the exchange rate is stable by the machinery of Council and reverse Council 
drafts, no effect is possible once the exchange has its reflex in the adjustments- 
of internal prices; after that the exchange rate has no effect as a tax or otherwise, 
f<tf, although the currency may be managed in the sense that it is regulated 
by a machinery set up by the Government, it is automatic, the increase and 
decrease in the currency being regulated by the release and withdrawal of the* 
currency in response to the needs of external trade, that is, on exactly the same 
principle, although by a different process, as the adjustment in a country 
using a standard money with free coinage. At present, however, as a result 
of the breakdown of the gold exchange system, exchange profits indicate changes 
in prices in India, especially with regard to the articles subject to external 
trade, and through them sympathetically to others, which have little to do 
♦'with normal price changes as such. In regard to non-Governmental transac¬ 
tions the loss to the exporters tends to neutralise the gain of the importers and 
vice versa , although the incidence must affect different classes differently. But to 
the extent that this hinders trade whether as a result of uncertainty or as a result 
of diversion of production away from the channels determined by normal 
economic causes, the element of taxation certainly enters, and, I believe, 
inflicts a greater loss to the payer of the tax than the amount realised by the 
Government. This is wholly against the canon of economy in taxation. But 
the question of exchange is not merely nor primarily a question involving the 
subject of enquiry by the present Committee. 

Q. 15 .—I can only deal with the second part. No one of the plans can- 
work so satisfactorily as one based upon the principles of several of them :— 

(1) The cost must be realised and the total amount of the charge should 

not be less than the total cost except in areas where the object is 
to develop agricultural lands, the charge in which case may be 
less than the cost. But normally it should be more, how much- 
mqre is to be determined by taking into account one of the prin¬ 
ciples of taxation in such cases, viz ., what the industry will bear. 
]\ot that it should be taxed to the full extent of its capacity to- 
bear a tax, but that this question should be taken into account. 

(2) To charge a fair commercial profit would be a good plan if no idea 

of taxation be present. In order to tax the rate must normally be- 
higher. One caution is necessary here, viz., that there should be 
a carefully devised method to determine what is “a fair com¬ 
mercial profit” without leaving it to the discretion of the officials 
m charge or to the financial needs of the Government. The latter 
consideration can enter only when a portion of the rate charged is 
meant to be a tax. 

(3) This would be wrong and dangerous. Land increases in value for 

various reasons. Water supply is only one. If improvements be 
made by the cultivator, a portion of that also will go to the Govern¬ 
ment if this rule be adopted. Such improvements are often in 
many small matters, the effect of which cannot be determined and 
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provided for. A little manuring, a little more careful ploughing, 
a little discrimination in the choice of seeds, a little more strict 
watch by the night, a little fencing against the intrusion of ani¬ 
mals, a little care in choosing the exact time for ploughing, sow¬ 
ing, weeding, and reaping,—all increase the output without any 
obvious improvement, a portion of which will automatically go 
towards the water rate. Such a rate will directly discourage such 
minor improvements and is not at all desirable in a moribund 
industry like agriculture in India, which yet supports, and, in 
spite of any rapid development of manufacturing industries, 
will continue to support the largest number of the population in 
India. 

44) To charge by volume would seem to be eminently fair. But it is rot 
so if the object be taxation and not commercial profit-. The same 
volume of water may be taken by two fields, but if the fields L'e 
differently productive as a result of the water supply,—a fact which 
is likely, for the inherent powers of the soil respond differently to 
the same kind of stimulus—the water rate will bear a heavier pro¬ 
portion to the total cost of production in the worse field than ?n 
the better. In other words, taxation will be unequal and press¬ 
ing more heavily upon the one which is less able to bear it. This 
will violate the first and the most important canon of taxation, viz., 
the canon of equality or justice. 

(5) This will surely bring into existence the middleman-seller of water, 
who :s likely to be a non-cultivator. Being a monopolist he will 
charge extortionate rate. The better lands will naturally get more 
water because they can pay more. Thus the bad lands will be 
penalised, the good lands will pay an amount of tax which will be 
higher than the amount which the Government would receive by 
the amount of the middleman’s profit. This will violate the canon 
of economy in taxation. 

I would, therefore, rule out (3) a^id (5) as unsuitable and even dangerous, 
and recommend a plan based upon a proper combination of the principles as 
-discussed above in the case of (1), (2), and (4). 

Q. 16 .—It is right that the State should take a portion of the large increase 
in the value of land as a result of water supply. But as pointed out in answer , 
to Q. 15 (3) it is not easy to determine such increase. The natural tendency 
of the Government would be to exaggerate the increase due to this cause. 
If a fairly large margin is left out and then the rate is increased on the rest, 
it is not likely to encroach upon the increase in the value of land due to other 
causes. Therefore, the increase owing to water supply should be cautiously 
-estimated and I would charge upon this an increased rate approximately the 
same as is charged in the case of land revenue, viz., about fifty per cent cf 
such increase. A lump sum should never he taken. It is difficult for the 
cultivator to pay and it is unfair to future Governments. It should be a better¬ 
ment tax on the principle on which land revenue is now enhanced. It should 
not, however, vary too frequently, sav, not more than once in five or ten years 
raccording to the developing or developed nature of the soils in the locality. 

Qs . 19 and 20 .—The idea behind these questions is probably that when parti¬ 

cular services are given and the tax for them paid, its incidence should be 
.neglected while taking into account the incidence of taxes whose effects are not 
so direct nor confined to the locality. But there are dangers to such classifica¬ 
tion involving principles. A tax, raised and spent specifically in a locality, 
•confers benefit upon the community as much as any other tax raised from the 
'whole country and spent generally for beneficial purposes. The change of unit 
from the whole country to the locality does not introduce any change in 

principle. The principle that, apart from the area, the 'persons who pay the lax 

are benefited by its expenditure is wrong and dangerous. For, on that principle, 
sl man with no children to educate should be exempted from the education 
cess; a stay-at-home, from the road cess; and a rich man, keeping all his 
money and other valuables in the bank and a number of servants at home, 
from the chowkidari tax. 

Q. 21 .—I think that Mill and Bastable are right, and Adam Smith and some 
of his modern followers are wrong in this matter. To the extent that an indi¬ 
rect tax is voluntary, it means the capacity of the consumer to reduce his 
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consumption. To this extent the productivity of the tax—an essential con¬ 
sideration in the case of all taxes—is reduced or at least threatened, and there¬ 
fore the tax is not a good tax. To the extent that he pays the jtax it is im 
most cases compulsory because in consumption we presume that he makes the- 
best distribution of his expenditure in his purchases. At any rate this evasion by 
reduced consumption is possible in the case of a luxury or superfluity. The 
demand for this is elastic. Therefore, a large reduction in demand will follow a. 
comparatively small tax imposed. Thus the amount coming to the Government 
will be at the cost of a large reduction in the consumption and therefore a 
large reduction in the production of that article. Although the incidence of 
the tax will fall upon the consumer, its effect will be more widespread because 
of elastic demand. To the consumer it is the loss of utility from the reduced’ 
portion minus the original price ; to its producer it is the loss of profit on the 
reduced portion of the output. This, of course, has almost interminable repercus¬ 
sions on other articles in the case of an article with fairly large consumption. And! 
the tax will not be worth much if the article has not a fairly large consumption. 

I would, however, call an indirect tax the best tax on another ground, viz.,. 
that it is not felt as such and therefore is less grudgingly paid. 

Q. 22 .—The question does not arise after the above answer to Q. 21. 

Q. 23 .—Both tobacco and intoxicating liquors are luxury or superfluity. 
Economically they may even reduce efficiency. But they are additions and 
therefore the demand for them is not elastic. If so, a rise in their prices on* 
the imposition of a tax may not proportionately reduce their consumption' 
materially. Human nature being what it is, the reduction usually comes more 
from other articles which may be efficiency necessaries than from these. If so,, 
or to the extent that it is so—and we believe that to a large extent it is so— 
the tax certainly imposes economic burden, often very heavy too. In such 
cases of luxury whose demand is inelastic the incidence of a fax falls less upon- 
it than, by shifting by readjustment of consumption, upon other and less 
harmful or positively useful articles. This is not meant to be a plea for not 
taxing these articles but a caution which is often not realised, as it is apparently 
not in the quotation if its context does not qualify the statement. 

It should be noted that the above discussion does not deal with the question 
of reducing the consumption of these articles for social benefit but purely with' 
the incidence of a tax upon them. 

Q. 2if ..—A tax upon entertainments will certainly be welcome, for such con¬ 
sumption can never be addiction in the sense in which tobacco and intoxicating 
liquors are. This tax is voluntary to a much greater extent, although I think 
that it is wrong on principle to presume that in calculating the incidence of' 
the tax system as a whole, this burden should not be considered as such. A 
voluntary burden is a real burden inasmuch as it reduces the taxable capacity 
of the payer. The answer to Q. 21 also applies to this case. 

A tax on railway tickets is really a rise in the fare charge, only distributed'* 
inequitably because it is usually a fixed sum irrespective of distances which 
one may travel, because the higher classes are not taxed at a proportionately 
higher rate, and because it falls upon some only, that is, the points at which 
the tax is levied. If it be levied on all it would be better as a tax. But it- 
would be dangerous, for the expected benefits of the recent separation of the 
railway budget from the general budget will be reduced by permitting inter¬ 
ference in railway tariff for the interest of the general budget. On this ground 
I would disapprove of it on principle. If it has to be levied it would be better- 
to charge it, from the railway budget leaving the latter to realise it from the- 
consumers in the best way possible. It will be best if it be avoided, at any 
rate now just after the separation of the railway budget. 

Q * S-S.—I think that this is hardly possible. Tobacco is taken by all classes 
whether in the form of smoking cigarettes or hooka or taking snuff or chewing' 
the leaf. Liquor is taken by some from all classes of the society, and no class 
as such can be definitely isolated, who can be easily taxed otherwise. The 
sa.me is for railway journey. The whole point here is whether the class as 
such can be so definitely ascertained that the incidence upon the class can be 
estimated and corrected by the levy of some other tax or taxes. I have nofc 
got any materials for judging but 1 feel that the answer to the question is in 
the negative. 
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Q. 27. —Every member of the community cannot bear a tax, however small 
it may be. There must be exemption for some although it is very difficult to- 
levy any indirect taxes on necessaries without burdening them. The only general 
test for exemption that I can think of is whether the man or the man whose- 
dependent he is earns an income or not. But how can this test be applied in 
the case of indirect taxes? 

Q. 28 .—As the question is really political, I would answer it very briefly. 
My answer is yes, for representation from the various classes of the community' 
reflects more accurately than any other means the burden and injustice if any 
of the taxes, the incidence and effects of which are extremely difficult to trace- 
and yet necessary to do so in order properly to apply the principles of taxa¬ 
tion. 

Q. 29 .—As far as possible taxation should be indirect, not because it becomes* 
thereby voluntary but because (1) it is more convenient to pay, in fact it is paid 
by instalments at convenient times by the ultimate payer, (2) it is rarely felt as 
a tax and hardly as a burden except on its first imposition and except when it is 
very high, and (3) it can be more conveniently and economically collected by the 
Government. 

In order to attain,to the principles of taxation, which, by the way, are to 
be applied to the tax system as a whole and not to each tax separately, it 
is necessary to keep some direct taxes. In India the only important direct 
tax is the income-tax, the land revenue not being one. Vide answer to Q. 96. 

Q. SO .—A poll-tax has a bad odour about it. If operated with sufficient 
precaution and with necessary exemptions, it may w<#rk. But in taxation as 
in any other affairs of governance sentiment has a large place. 

Q. 33 .—It seems to me that we are not far from the limit in the income-tax 
in India. If an increase is necessary, I fear, that we shall have to lower the 
limit of exemption and increase all through the graduation. An Indian with 
an income of £500 pays 3.12 per cent as against 3.3 per cent, in England. 
It may be argued that in England the standard of living is higher than iir 
India. But tho dependants of an Indian, because of the system of joint family, 
are much larger. Also a high tax reduces the effective income and therefore- 
hinders a rise in the standard of living as judged by its effects upon economic- 
efficiency. It appears that incomes between £1,000 and £10,000 are com¬ 
paratively lightly taxed in India. If compelled to raise the income-tax, I 
would levy a small tax on £100, and a higher rate on the above incomes than 
now before I would go to incomes below £1,000 and above £10,000. 

Q. 35 .—Unearned incomes should most certainly be taxed at a heavier rate 
than earned incomes. In India this should particularly be so in the case of 
big incomes from land But such incomes now go practically untaxed with 
the result that earned incomes—from trade and industry and profession—have 
to make up for them. Indeed, a few years ago, 1920 if I remember aright,, 
a proposal that a landlord’s other income should he taxed at a rate to be 
assessed by the inclusion of his income from the land, which itself was to 
remain untaxed, was rejected by the Central Legislature. I would call this 
highly unjust. The difficulty, however, in the case of unearned incomes is- 
to ascertain their exact amounts. If a liberal margin is left out I think that 
it is quite practicable to tax unearned incomes, and they should be taxed heavily. 

In the case of “sums shown to have been invested in productive enter¬ 
prises'* the tax should not be on the sums but on their incomes because the 
’income-tax in India is imposed upon the income and not on its capitalised 
value. As the sums are employed in productive enterprises I would not tax 
their income as heavily as incomes from land, although more heavily than 
incomes earned directly. But does not the income from the sums invested 
represent enterprise? If -so, will not a too heavy tax discourage saving? 

Q. 36.— No. If attempted, it will lead to grossly inaccurate results. Every 
big joint family has some dependants who are very distant relatives but are- 
really servants in the family. All these would at once be raised, in official 
statements, to the dignified status of real dependants upon the income of thfr 
joint family. 

Q. 38 .—I am whole-heartedly in favour of removing the exemption of incomes 
from agriculture. For purposes of Q„ 35 the distinction between the farmer's 
income which is earned and the income of the absentee landlord or the money■ 
lender-owner which is unearned is necessary. I cannot say anything accurately 



248 


about the proportion of actual farmers who will be affected under the present 
limits of exemption. But I should think that a very large number will be 
exempted and deservedly so. On the other hand, I should think that the in¬ 
crease in the revenue from the income-tax will very substantially increase as a 
result of the absentee and the money-lender-owner coming within the net. 

Q. 39. —I am not inclined to agree with the statement. I have not got the 
figures for the whole of India. But in Bengal, where the system of zemindary 
tenure prevails Government get an income of about four and a half crores of 
rupees out of a total estimated rental of eighteen crores. I feel that an income- 
tax of about one crore can be raised if the present rate be applied. As Eastern 
India has extensive zemindaries whereas Western India has only a few, I 
would expect about eight crores of rupees instead of “ from sixteen to twenty 
crores of rupees But my estimate is a pure guess. On the other hand, if the 
normal rate for land revenue be charged in Bengal, viz., fifty per cent of the 
rental, the increase in revenue from Bengal alone will be about four and a 
half crores. 

Q, . \0. —I do not feel like agreeing. The argument is that because the agri¬ 
culturist is hard pressed without any exemption, therefore the others should 

be dragged down to the same quagmire. The comparison with the minimum 

■of other countries is not quite accurate. The normal size of the family in 
India is higher than in other countries where the system of joint family does 
not obtain, where the women have some means of earning, and where, like 
India, if there is one man earning two thousand rupees there are not two 
hundreds who do not and who partly depend on a relative who does. However, 

if there bo urgency for raising more revenue, I would agree to reduce the 

exemption limit to fifteen hundred rupees. The figures, as quoted in the Note 
to the question, do not take into account the rise in the price level. I think 
that the purchasing power of fifteen hundred rupees to-day is approximately 
tho same as that of less than five hundred rupees in 1862. Thus the present 
exemption of two thousand rupees is not much higher than the exemption 
of 1862. 

Q. Jf.1 .—In spite of the attempted improvements I believe that partially at 
any rate the income-tax is a tax on honesty. Cases are not unknown where some 
people keep two entirely different sets of accounts, one for their own use and Uie 
other for the consumption of the income-tax official. I think that the question in¬ 
volves business morality and civic sense as also the probable fact that the assessing 
agency may not be above temptation. 

Q. Jf2 .—This would not avoid the difficulties pointed out in answer to Q. 41. 
Moreover, the Indian system of keeping accounts varies much from province 
to province. The suggestion of the Indian Industrial Commission that Indian 
business should be compelled to keep accounts on the English system is absurd. I 
would rather compel every bank to have an auditor who understands the Indian 
system of keeping accounts. 

Q. 1^8 .—With the first quotation I substantially agree. But in order to make 
the small number of taxes very productive they must he imposed upon articles 
of wide and general consumption, which in India would mean necessaries of life. 

The second quotation is only theoretically correct. It is apparently not realised 
that a tax as such becomes ineffective to the extent that it discourages consump¬ 
tion. The social effect may be good but productivity is the first desideratum 
for a tax. Moreover, as already pointed out in answer to Q. 23, if the articles 
are addictions, efficiency necessaries may be reduced rather than these. 

Be the third quotation I do not agree with the first part even as a counsel 
of perfection. More luxuries can never yield a very high income as their demand 
is elastic. The poorer the country is, the greater is the elasticity of demand 
for luxuries. Few such taxes in India would yield big revenues. Also it is 
idle to say that “in a country where three-fourths of the population consumes 
no luxuries ”, “ there is no hardship in such a tax ”, that is, & tax on necessaries. 
The hardship is great indeed. Wo should rather say “ there is no option but 
to have such a tax ”. 

Q. 50 .—I think that graduation in indirect taxation is practicable in all cases 
where the present levy is ad valorem. Whether or not ad valorem imposition 
is advisable is a different question. Vide also answer to Q. 95. 

Q. 51. —Yes, I generally agree with the statement quoted. 

V 5?.—With the assumption, yes. 
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Q. 53. —The basis of comparison implied in the question is wrong. When 
compared with other countries the incidence per head is useless unless we know 
the income per head of those countries, the standard of living, and other <Jemands 
made by taxation. As a rule, the lower the income is, the higher is the cost of 
necessaries in proportion to that of luxuries and other things. This has been 
established by Engel’s law of consumption. The higher the proportion of the 
cost of necessaries to the total expenditure, the greater is ipso facto the burden 
oi) a tax on necessaries. Also the lower the income, the greater is the value of 
money and therefore the greater the burden -which, like a tax on necessaries, 
one is compelled to bear. Therefore, unless the above relevant facts are known 
it is impossible to say whether the present rate of salt tax in India is high or 
low. Also sentiment is important here. 

Q. 55. —-Yes, if the Government monopoly can really secure the economies of 
large scale production. Even the Government that is most efficient as govern- 
ment is not necessarily a good business manager, the two functions are so 
entirely different. 

Q. 56. —The idea is wrong. The duty will simply raise the normal price 
of salt and make it as scarce as it became in an exceptional emergency like.the 
late war for which no country can make adequate provision in anticipation. 

Q. 58.- —I would advise Government not to think of interfering in sucl^ 
measures. It would only unsettle things and create suspicion. So long as there 
is no fraud or apparent injustice, it is outside the scope of Governmental inter¬ 
ference. 

Q. 59. —That depends upon the relative positions of the centres of production 
and those of distribution. This is a matter of detail and will be best left to 
the administrative machinery. 

Q. 60. —It will be too costly for a vast country like India. But if it were 
practicable it would make the salt tax one on consumption only instead of, as 
at present, a tax also on the production of those who are least able to bear it, 
viz., the ordinary agriculturists. 

Q. 61. —In particular areas, yes. Generally for the whole of India, no, for 
the present and a long time to come. 

Q. 62 —I do not advocate total prohibition on the ground that it should be 
left to the choice of the individual consumer, who should be educated by 
propaganda. 

(a) is impossible. None of the means suggested is less burdensome than 
the present excise revenue, 

(b) is better. But this would mean tapping sources which I would consider 

as reserved for emergency use rather than as a suitable substitute 
for the excise duty. 

Q. 78. —Yes. Every tax means some interference with the economic activities 
of the people concerned. The nature and effect of sucli interference are most 
difficult to discern but there is no doubt that they are there. So, the aim 
should be minimum interference. Such interference can be justified by over¬ 
whelming benefit to the State, to be judged by the amount of the revenue 

as also by the urgency of the needs of the State. Hence a few articles should 
be taxed, which yield a large revenue. Also this tends to reduce the cost of 
collection. But the number and variety of such articles should be such as to 
impose, as far as possible, equal burden in proportion to abilities. If s*ome 
readjustments he necessary, that can be done through some other taxes, direct 
or indirect or both. It should be noted in this c<fnnection that in order to 

derive a large revenue by taxing a few articles, they should be articles the 
consumption of which is very wide. In a country so poor as India where few 
luxuries are consumed widely by the masses of the people, they tend to be 
necessaries, bare or efficiency. Therefore, the burden upon the poorer classes 
tends to be greater than upon the rich. This should be kept in view when 
deciding upon the articles which are to be taxed and when imposing other 
taxes to realise equality in taxation. 

Q. 83.—Ad valorem duty has the advantage that the burden of the tax 

varies, as it should, according to the price, that is, according to the ability of 
the article to bear a tax. But the disadvantage is in the imposition of - the 
tax where a good deal of uncertainty and therefore of scope for -fraud, corruption, 
and extortion comes in. On the other hand, pro rata or specific duty makes 
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for certainty but involves the same burden on good and bad qualities of articles- 
I would have a combination of the two. The rate of taxation should be fixed 1 
according to the value. But its imposition should be pro rata. This can be- 
attained by having a classification of the articles to be taxed into different grades 
according to their value, and taxing 'each grade of article according to its weight 
or volume, that is, pro rata. 

Q. 87 .—Productivity of a tax covers a multitude of sins. So, the use of a 
tax like those included in Annexure K depends upon its productivity subject,, 
of course, to the question of justice of its imposition. It seems to ine that a 
tax, fee, or license duty may profitably be imposed in India in regard to the- 
following : auction sales when they are organised and on a sufficiently large 
scale, otherwise the cost of collection will be too high; bicycles, if the tax is 
not very high and does not interfere much with their wide use in the business 
life of the people; entertainments that are organised on a sufficiently large 
scale to be taxed without an army of inspectors, etc. 

I think that if there be any pressing need for revenue the following may 
also be included : 

(1) Advertisements. The revenue is likely to be good but the tax will fall 
upon trade and industry. (2) Banking transactions. In order not to hinder wide- 
development of such transactions among the masses of the people, which is 
and should be the present policy of Government, I would tax such transactions 
only after exempting transactions below a certain minimum. (3) Insurance. 
The same considerations as in (2) apply here. (4) Motor cars. As these are- 
not produced in the country and as they already pay a heavy customs duty, I 
would tax them further by imposing a license fee only when there is urgency 
for raising more revenue. (5) Safe deposits. If necessary, I would tax them 
but only after exempting a minimum. This tax can, however, be evaded by 
distributing such deposits in various banks. But the income from them being - 
in the nature of unearned income, they are a fit subject for taxation. (6) Tourists. 
Their number is increasing. They are certainly a fit subject to be taxed. But 
the revenue is likely to be small and the trouble and vexation to the tourists- 
are likely to be disproportionately great. 

I would not substitute any of the above for the whole of any existing tax. 
But 1 would impose some of these taxes in order to reduce some of the existing 
ones. For example, the salt tax may be reduced to what it was in 1924, 
especially in view of the strong sentiment against its increase. I would also* 
reduce slightly the sugar duty if it is not meant to be protective. I would' 
drastically reduce the export duty on hides and skins, the export trade in which 
is likely to be killed if the present tariff be not revised early. 

Q. For non-economic reasons the stamps collected on judicial proceedings 
should be so limited as just to pay for the cost of courts, including pensions ; 
of officers and capital cost of buildings. In India it is notorious that the* 
illiteracy, ignorance, and poverty of the people are often handicaps for them 
in getting justice, especially against a strong, rich, and wily party. Therefore, 
it should be made as cheap as possible. Even if it be not practicable to do so- 
I would reduce to the minimum the stamps on rent and other suits which affect 
the cultivators and other small holders of land. 

Q. 90. —Hobson is right. But almost all taxes are in restraint of some 
economic activity and therefore of production in the broad sense. 

Q. 95.—Vide answers to Q. 24 and Q. 87, subject to the answer to Q. 21. 

I would extend the tax in all provinces if the revenue justifies such extension. 

I believe that the cost of inspection and collection will not be very great if' 
entertainments of a certain Organised types carried on on a sufficiently large scale 
are taxed, e.g., cinemas, theatres, circuses, races, etc. In fixing the amount of' 
the tax I would take into account the fact that some of these entertainments, 
especially cinemas, are not merely entertainments but that they have some 
educative value; also that innocent entertainments have a healthy social effect, 
especially in a big city where unhealthy or immoral entertainments which cannot 
possibly be taxed are abundant. The principle of graduation or progression 
(vide Q. 50) can be applied in the case of all entertainments where the customers- 
are divided into classes obtaining entrance by paying different amounts for the* 
tickets. 

Q. 96. —For the purpose of the present Committee I would define a tax as a. 
compulsory payment by the subjects to support the public powers, which is; 
charged in order to cover their expenditure and which therefore varies according;' 
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to the needs for that expenditure. I would define rent as the surplus of the* 
income from land or any other free gift of nature allowed by social custom to 
be appropriated, over the cost of production which includes normal wages, normal 
interest, normal earnings of management, and normal profit, that is, that which- 
accrues to the owner of land because of appropriation alone, and which therefore 
varies without any reference to the needs for expenditure on the part of the* 
public powers or other owners of land. As Baden Powell pointed out long 
ago it is " a war of words ” to try to classify Indian land revenue eirher under 
* tax ’ or under ‘ rent’. It resembles a tax because it is a compulsory payment 
out of the income from production but it differs from a tax inasmuch as it 
varies according to the rules of assessment which have nothing to do with the 
needs of Governmental expenditure. It resembles rent because it varies with* 
the surplus which is true economic rent but it differs from rent inasmuch as 
it is only a portion of economic rent. The above considerations of principles 
apply to all the systems in force in the different parts of India, although in 
permanently settled areas the amount is very much less than in other areas 
and in ryotwari systems it more approaches rent than in zamindari or other 
Bystems. 

Q. 97 . —The prosperity of the cultivator is partially affected by land revenue, 
especially in the case of holdings in ryotwari areas which just yield the economic 
income for maintaining the family. For the normal wages and normal profit in 
agricultural operations are elastic terms and may or may not cover the efficiency 
expenditure of the cultivator and his family. In the other system it is not 
directly land revenue but the rent in the popular sense paid to the zamindars 
which affects the cultivator; here, however, tenancy laws protect him although 
not as effectively as might be desired. In general the economic prosperity of 
the cultivator except on the margin of profitable cultivation—and the number' 
there is large in India—is not materially affected by land revenue as fixed in 
principle and law. There is, however, a good deal of criticism of the applica¬ 
tion of the principle and the administration of the law. 

The causes which really affect the prosperity of the cultivator can be consi¬ 
dered under two heads. The prosperity of every producer depends upon (If 
the price which he receives for his product over and above his cost of produc¬ 
tion and (2) the price at which he has to buy the articles which he consumes. 
In the case of the cultivator the former is affected by whatever depresses his- 
price. This is so by every sale in advance irrespective of the price which is 
likely to follow, by every form of ignorance of and want of capacity for handling 
goods which will greatly improve their value (vide Beport of the Indian Indus¬ 
trial Commission, Chapter V, section 87), and by every uncertainty of the market 
which is due to want of proper organisation. Secondly, his cost of production 
increases by every wasteful method including too great subdivision and frag¬ 
mentation of holdings, and burning of dung as fuel instead of being used as- 
manure, by every illegal exactions m which the country abounds, by every loan 
at an exorbitant rate, by rise in the rent which depresses or does not allow 
him to raise his standard of living and therefore his standard of efficiency, and" 
by his illiteracy which prevents him from understanding his accounts and there¬ 
fore be defrauded and pursue wasteful methods without being conscious of that. 
On the other hand, the price which he pays for the articles which he consumes 
affects his prosperity. Every rise tends to depress his economic well-being as 
every rise in the price of his product tends to raise it, as also any increase in 
the output as a result of improvements which increase the output more than 
the increase in the cost of production. 

In this connection I should especially point out that—I may be permitted 
to use strong expressions since agriculture engages such a large portion of the- 
population of India—the craze or fad for developing manufacturing industries- 
tends to increase the price which the cultivator pays for his consumption and 
to decrease, by proposals of export duties on raw materials like cotton, oilseeds, 
etc., the price which he gets for his product. I consider this want of consi¬ 
deration for the economic welfare of the majority of the nation as nothing short 
of criminal. 

Q . 99 .—The only means of avoiding this inequality is to apply the tabular 
standard. In fact this is one of the objects of the tabular standard. But in. 
India prices vary in different parts and the statistics are inadequate and 
unreliable. To this extent the inequality is unavoidable.' 

Q ,, 100 .—Vide answer^ to Q. 33 and Q. 40. I think that such exemption for 
agriculturists’ income would be impossible to obtain directly unless there is- 
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a very efficient machinery to record figures of agricultural production, its price, 
-and the cost of production. But indirectly this may be partially obtained by 
stricter rules for increase in land revenue in ryotwari areas and for increase* 
in rent in the tenancy laws. This will not lead to further fractionisation of 
agricultural holdings. 

Q. 101 .—I would not approve of a tax on mutations with a view to checking 
fractionisation. Usually fractionisation follows either of two causes, viz ., (1) 
the break up of a joint family on the death of the owner, or (2) to pay a 
-debt which cannot be paid except in that way. If (1) is prevented enforced 
continuance of the joint holding may ultimately be very uneconomic by causing 
too much friction and even by entailing ruinous litigation. If _ (2) is prevented 
the whole holding may change lands and pass to non-cultivating money-lender 
'owner. Also any attempt to prevent fractionisation would interfere with the 
law of inheritance which, among both Hindus and Mussalmans, is based upon 
religion. The problem is acute and complicated but there is no simple remedy. 
The only remedy that strikes me is to organise, by propaganda, public opinion 
in villages against further fractionisation and in favour of consolidation. In 
the present temper of the country I would not alienate the peasantry by even 
a false sentiment against any measure of the Government. 

Q. 10 £-—The incidence of land revenue can be estimated by the methods 
numbered (4) and (5), it does not matter which, provided that the test is uniform. 
In comparing the real burden upon the cultivator a distinction must be made 
between ryotwari and other tracts, for, in the latter, the land revenue means 
•only a portion of what the •cultivator pays. 

Q. 106.—Vide answer to Qs. 19 and 20. The division is not between national 
and local. In a general sense all taxes are beneficial, that is, to the State 
under which the tax-payer lives. The change in the unit of area does not 
make the army expenditure onerous and the chowkidari tax beneficial. The 
real distinction between national and local taxes is that the former are to 
'cover all the expenditure of the Government while the latter are usually ear¬ 
marked for a special purpose. The ability to pay, therefore, applies to the 
former and the measure of the benefits received applies to the latter. If there 
were a national tax earmarked for a particular purpose, the second principle 
will apply to it, and if there were local taxes levied for general purposes, as there 
might be, the ability to pay will be the test. 

Q. 109 .—The criticism applies generally to octroi duty as it is levied now. 
The number of articles is too large and mostly necessaries because otherwise 
the required amount will not be realised. Therefore, also the poor men’s 
burden is proportionately heavier than that of the rich men. 

As'Octroi duty is usually not earmarked for a particular expenditure in the 
locality the question whether “ the burden of tfie tax is not distributed in , any 
-degree in proportion to the benefits gained by local expenditure ” does nof/arise 
(vide answer to Q. 106) except to the extent that it can be relevant in the case 
of all taxation in relation to the expenditure of the income of the Government. 

There is no doubt that the octroi duty is vexatious and interferes too much 
with trade. The extent of evasion is also large due more to bribery and 

corruption than to smuggling except w T here it is easy to smuggle. It is easy 
to smuggle all articles which have a high value in small bulk, e.g., gold, 
jewellery, etc. 

Q. 112 .—It all depends upon the intention of the levying body. Usually 
these taxes are meant to be borne by the owner but, in towns and other congested 
places where the demand for house and land is high, a portion is almost 
invariably shifted on to the occupier. For example, a shortage of supply of 

houses would enable the owner to throw the burden, wholly or partially, upon 
the occupier, just as the reverse condition would enable the occupier to throw 
his tax on the owner. This is what would happen apparently. To the economist 
the effect is really a rise or fall in the price for the services of houses irrespective 

of any tax. The general principle is that the tax falls upon the party whost, 

demand is inelastic. 

Q. 120.—( i) Like the impot unique it is too simple to suit modern conditions. 
It is indeed on income and not on land only. But the principle is substantially 
the same, for in those days land was considered to be the only source of 
production. It will be worse for it will leave intact all the inequalities which 
•arise out of taxing income instead of the capitalised value of an income and 
■which are, to a great extent, mutually corrected and adjusted by the various 
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taxes interacting upon one another. It is hardly fair to tax a man who lets- 
out his house or motor car on hire when the tax leaves out the man who lives- 
in his own house or uses' his own car. Similarly, the income of the lawyer or 
physician or merchant which depends upon his being able to continue his work 
will be taxed in the same way as that of a landlord or house owner or investor 
who exerts little to earn his income from day to day. 

(ii) Subject to answer to Q. 87, I would accept most of these taxes. I would, 
hoover, say a word about two of these. Registration of marriages should 
not be made compulsory where it is not so already. This is sentiment which 
is very strong among both Hindus and Mussalmans. Again, servants are not 
always a means of display. The servant of the cultivator, where he keeps one, 
is a necessity. Servants beyond a certain number, which varies according to the* 
productive work done, would be so. 

(iii) This will be painting coal with a black dye. The incidence will fall' 
on the already heavily burden party. If it could be made really to fall upon 
the mulcting party, it would be good. But I think that that is impossible. It 
would be an unsafe principle to assume that on the whole the burden of dowry 
on a party is neutralised by having an approximately equal number of brides- 
and bridegrooms. If that were realised, no dowry would be charged. A practical 
difficulty would be to ascertain the amount of dowry. The tax will b& easily 
evaded. The amount of cash that passes is even now kept unknown and is- 
only guessed. Ornaments and other things can easily change hands before or 
after marriage. Moreover, in a country wliere a woman has no right by inherit* 
ance, a marriage dowry would be good, only if it could be made her stridhan 
property. The ornaments which form an important part of dowry are so, and 
therefore should not be taxed. Finally, the proposal may lend colour to pre¬ 
judices against the Government as attempting to regulate and interfere with 
social customs which are at least apparently supposed to be based upon religious- 
sanction. I doubt also whether the probable yield from the tax will be worth 
all this. 

(iv) Vide answer to Q. 87. 

(v) An export duty is always a danger. To the cultivator it is so as is 
shown in answer to Q. 97. Twenty-five per cent is an absurdly high tariff 
even for protective purposes. The report of the Indian Fiscal Commission also 
does not support an export duty. Such a duty will only divert the natural 
division of crop soils leading to greater area under rice, the competitor of jute. 
At one time we thought that saltpetre could bear a heavy export duty ; we levied 
it and lost the trade altogether. The export duty on hides and skins requires 
reduction and not increase as the condition of the trade shows. The marriage- 
duty as proposed is wrong because of the answer to Q. 120 (iii) and because 
the specific duty will bring inequality in the tax in its incidence upon the rich 
and the poor. * 

(vi) If this is meant to be a substitute for the land revenue only the objections; 
raised in answer to Q. 120 (i) do not arise. But I fail to see how this will 
improve the situation. The burden of the land revenue will be distributed" 
through this tax and the distribution can only be less certain than that of the 
incidence of the land revenue. This will not exempt the agricultural income 
below a minimum. This will be a tax on movement of the output beyond a. certain 
radius; therefore, there must be an infinite number of inland customs circles- 
with every agricultural holding as its centre. Also this will be in the nature 
of an export duty which is objectionable in principle- 

Q. 121. —Yes, except the last sentence. Will the cost of administration be- 
small? Almost every cultivator grows a little tobacco for his own or local 
consumption. Also vide answer to Q. 23. 

0s. 122 and 123 .—I think that the most useful tax would be the one based 
on Q. 122 (2), provided that the cost of assessment is not too much. (1) will 
levy equal duty on good and bad tobacco, which is unfair. (3) will be most 
objectionable as creating a monopolistic organisation. (4) will be as costly as 
(2) but, I believe, not as effective. (5) will be more costly than (2). (2) is- 

also followed in the case of opium and salt at present. 

Q. 12 —In view of the fact that tobacco is grown very widely in India on 
small plots of land and consumed as widely in some form or other, any fixation- 
of the minimum area will hit production and therefore consumption and the~ 
trade more than the revenue obtained. If the cost of collection be too great, 

T would exempt, from the tax, areas below a certain size. This will tend tc: 
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fractionisation in tobacco cultivation th mgh not in holdings, But there seems 
to be no practicable remedy for this an >maly. The country is too vast for the 
French system. There will be too high cost in maintaining a very large number 
of curing premises if the English system be adopted. 

Q. 125.— Vide answer to Q. 122 (1). There must be gradation according to 
quality. Otherwise the operation of the tax will be most unjust. 

Q. 126 ~ —No. 

Q. 127.-1 So. But by negotiation the attempt may he made to fix a tobacco 
tax which will be imposed also in the Indian States. This difficulty is inherent 
in all inland taxes imposed in British India and not one peculiar to tobacco. 

Q. 129 .— If it is a tax on consumption I see no reason why there should be 
any such exemption. Other consumers of tobacco, with equal or less income, 
e.g ., the labouring classes, will pay the tax while the grower would escape. 

Q . 130. —The rate, if fixed pro rata , should be such that the rate ad valorem 
be not at least higher than the ad valorem rate obtaining in the customs duty 
Of course, this can be fixed only approximately. But the imported article should 
be taxed at least equally, if not at a higher rate than the inland rate when 
converted into ad valorem rate. 

Q. 133.— Vide answers to Qs. 83 and 130. There must be gradations according 
to value. On each grade the ad valorem duty should be charged after converting 
it into a pro rata duty. 

Q . 136. — Vide answer to Qs. 122 and 123. If the system of license be adopted 
I would have (c), that is licenses to all applicants on payment of a moderate 
fixed duty. The object here is to raise revenue and not to control consumption 
•or reduce it. Therefore, wide facilities should be given for sale and any 
monopoly should be avoided. For monopoly price, although theoretically, it 
may be less than competitive price, is rarelv. so in practice. As every monopolist 
would try to have the maximum monopoty profit the sale may not be the largest 
possible amount which alone would bring the maximum revenue to the State. 

Q . 137. —Yes. There is no doubt that such change of hands is a fit subject 
for taxation provided that the duty is not extravagantly high and provided that 
a certain minimum is exempted. The latter need be very moderate, half or less 
of the minimum exempted under the income-tax. If necessary the collection of 
the tax may be spread over some time if the property changing hands be too 
small to pay the whole tax at once. 

Q. 138. —I think that all these methods would be appropriate for India. The 
rate of the tax should vary according to the size of the estate, that is, it shoulc. 
be progressively graduated. I would impose this rate on the property before it 
is divided among the heirs or the legatees or the donees as the case may be. 
In the last case it should be charged on that part of the property which is 
transferred without any reference to the whole property of which the former 
was a part; this will be the only practicable method although, to evade the 
graduated tax, gifts inter vivos arc likely to be in parts. Over this genera! 
tax a special tax, also graduated, should be levied upon those who arc distantly 
related to the deceased owner or the testator or the donor. I would exclude 
from the operation of this special tax, the inheritors who are members of the 
same joint family as the owner, except perhaps in the case of the coparceners, 
that is, when the property passes by survivorship and not inheritance. Among 
the distant relations there may also be graduation according to the distance of 
relationship with the owner although this will not be of much practical import¬ 
ance. Finally, there should be a second special tax ovtr and above the general 
tax imposed according to the size of the estate, the rate of which should vary 
-according to the amount inherited by each individual heir. For this ,tax 
I would also have a minimum which will be exempted but I would make this 
minimum as small as administrative convenience would determine it. 

Q. 139 .—(1) I take the quotation to refer to changes of the rates from time 
to time and not to the application of the principle of graduation. If so, any 
change affects and distinguishes all subsequent levy of the tax as against that 
before the new tax. Such inequality arises whenever there is any change in 
any tax, although the incidence as related to individuals would vary more in 
this tax than in any other, for this tax would be paid once for all on each 
transfer of property. But no Government can tix unchanging rates for all time. 
Therefore, although I would not change the rates of this tax frequently, I would 
tiot mind a change if the exigencies of Government finance demand that. 
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(2) Yes. Otherwise there is likely to be uncertainty, evasion, and corruption. 

(3) I am inclined to disagree in spite of the very high authority of Taussig. 
JProbably the circumstances of India differ from those of the United States of 
America. It seems to me that the revenue from a tax on property should go 
to the province in which the property is situated. The revenue from the income- 
tax on the same property should go to the province in which the person enjoying 
the income resides. This principle seems to me to be both simple and efficacious. 
vSo much injustice, jealousy, and ill-will have been generated by the financial 
relations between the Central Government and the Provincial Governments that 
I would not create a new source of trouble by having another very important 
tax which is to be collected by the Central Government and distributed among 
the Provincial Governments. 

HO .—Of the systems given in Appendix P I would adopt the English 
.system as simple and rational. In Legacy duty and Succession duty I would 
add a fourth gradation which should be the last but one, viz., any member of 
the joint family other than the first and the second, and I would put the rate 
•of the tax for this item at 7£ per cent. 

Q. HI. —(a) seems to be the only rational application of the tax. The death 
-affects that property and nothing else should be charged. (6) will be very 
unjust. The,managing member is and ought to be an elderly member of the 
family. This means that the whole property will be paying the tax every ten 
years or so on the death of this elderly member. 

Q. Ijf2 .—1 entirely agree. The revenue from the larger estates can easily 
•bear any cost of collection which may be entailed by setting up a new machinery 
for that purpose. 

Q . lJfS.—Vide answer to Q. 137. An exemption minimum is necessary. Also 
the tax should be levied upon the share of the deceased and not on the whole 
joint property, thus providing for the objection of Sir James Stephen. If it 
were possible to take account of the number of heirs of the deceased and vary 
the tax inversely as the number, especially for property up to the value, not 
income, of a certain fixed amount, I would have that But this may bring about 
too much complication as in France. If so, I would fix the minimum for exemp¬ 
tion to the value of a higher figure than Rs. 15,000 which I would otherwise 
propose. 

Q. J.H .—I think that it would not be practicable to tax movable property 
other than stocks and shares. Bank deposits may be taxed but in India it 
would mean a great discouragement to small deposits. In view of the great 
need for banking development in India I would not tax bank deposits. Hoard, 
whether cash or kind or ornaments, cannot be taxed without having recourse 
to means which will be of an inquisitorial nature and which will be very much 
resented. Also there is bound to be evasion on a large scale, and the tax will, 
therefore, be a tax on honesty. 

Q. llf.0 —I would have the same exemption as in England, viz., Rs. 1,500, 
for. although the standard of living is higher in England, the joint family 
system throws more dependants upon the same income and neutralises the 
difference. Also vide answer to Q. 143. If a sliding scale is introduced on the 
basis ot* the number of children—sons and unmarried daughters—the minimum 
rr.-ny be low. Otherwise it should be comparatively high. 


Dr. Basil gave oral evidence as follows 

The President. Q .—You are Vice-Principal and Professor of Economics, 
Holkar College? 

A.— Yes. 

Q .—Where did you learn your economics? 

A .—In Calcutta. 

Dr. Hyder. Q .—In reply to Question 13, you say you would rule out (a), i.e., 
a bare return on the -capital invested. 

A .—Only in exceptional circumstances would'I have (a), because, if it is ft 
commercial undertaking by Government, they ought to charge at least commer¬ 
cial profit, and if it is an undertaking the proceeds of which are widely consumed 
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in the country, I think that a monopoly profit may be charged without muck* 
harm to the consumer. 

Q. —Where will you place canals here? 

A .—-I would place them under (b). As I have said later on, in connection 
with water charge, if you want any particular area to be developed, during 
the period of development I would even charge something less than the bare 
cost. When the land is able to bear a commercial profit, then Government may 
charge a higher rate. 

Q. —Do you have economies in large scale production in such undertakings 
as canals? 

A.--I haven’t got any knowledge of the working of canals, but I should not 
think that large economies could be obtained that way. 

Q. —If an undertaking which has been so far under private enterprise is taken- 
over by Government, such as railways, could there be economies? 

A. —In railways, experts think that there is a great deal of scope for economy. 

Q.~ What economies could a railway administration effect ? 

A. —I cannot give you details. If Government works a monopoly, there are 
likely to be economies on large-scale production. 

Q. —What do you mean exactly by the statement in your written evidence 
“In case (e) also it will appear only when the quantity at which the rate of 
monopoly profit multiplied by the quantity is appreciably less than the quantity 
in cases (a) and (6).” 

A. —There is a mistake there; after the word “quantity” the words “is 
largest” are omitted. The idea is that the monopoly profit must be placed at that. 
point where the rate of the monopoly profit multiplied by the quantity sold is 
the maximum. That will give the net monopoly revenue to Government. 

Q. —What has that to do with [a) and (6)? That will be his maximum 
monopoly profit. 

A. —If that quantity can be sold at a commercial profit also under (a) or (&), 
when approximately the same quantity is sold, I do not think there is much 
hardship on the consumer. The consumers’ surplus will be reduced by the least 
amount if the quantities in the two cases are not very different. The profit 
will be to the extent of the economies on large scale production, whereas the 
loss to the consumer will be the minimum, because the total quantity sold will 
not be much reduced. 

Q .—Q. 14. You don’t think there is any element of taxation in the income 
from Posts and Telegraphs? 

A.*—Not much, I should think. 

Q .—The rates were i anna for letters, but they have been put up to one 
anna. 

A.—-The element of taxation will come in, as I have defined it, only when 
the price which the consumers are paying will be much higher than the price 
at which ordinary commercial undertakings can sell. When the consumer is 
paying a price which he would have normally to pay under any circumstances, 

I would not call that taxation. But when the Government charges much higher 
than the price which the consumers could get otherwise, I would call that 
taxation. 

Q .—Can you calculate that in Posts and Telegraphs? 

A .—It is very difficult, because we have not got a rival producer. 

Q. —Compare the cost of well irrigation as against canal irrigation. 

A .—The two industries are entirely different. But as well irrigation is. 
rather a cruder form than canal irrigation, I should think the cost of produc¬ 
tion cannot be compared by working the different industries. 
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Q. —Profits on coinage or exchange; you don’t think there is any element of 
taxation in this? 

A .—In the case of coinage, unless there is deliberate inflation and thereby a. 
loss is inflicted on the producer, I do not think there is any element of taxation. 

Q .—You refer to the profits on coinage over and above the seigniorage charge. 
Don’t you think that the whole of it is seigniorage? 

.4.—There is the cost of metal. 

Q .—You make the statement “ over and above the seigniorage charge.” 

A .—It is usually a charge which is very small. The difference between the* 
face value and the intrinsic value is called the seigniorage. 

Q. —And that constitutes the whole of the seigniorage charges? 

A .—It is usually spoken of when there is a free mint, which is not the case 
here. 

Q. —Question No. 15, water-rate. You would recommend a plan based upon 
a proper combination of the principles discussed in (1), (2) and (4) of your reply 
to the questionnaire ? 

A .—Yes. If Government want to tax, the rates should be slightly higher 

than the cost of the commercial profit. 

The President . Q. —In dealing with principle (3), all that is suggested is the- 
piOportion of the combined output of' land and water. Your objection is that 
it would be taxing improvements. The question does not suggest that. Just 
as you exempt improvements on the land, so you would exempt improvements 
on land plus water. 

A.—Then I have misapprehended the question. What I thought was that 
the proportion will be taken by taking the output only. 

Q. —Just as in the case of unirrigated land, the land revenue is based upon 
50 per cent, of the normal output, so in the case of wet land, it would be 50 
per cent, of the normal output of the irrigated crop. 

A .—That is exactly what I have suggested. 

Q .—Take question No. 16. You take a betterment tax at about 50 per cent, of 
the increase due to water, excluding impt^vements ? 

A .—Yes. 

Q. —Supposing you have a piece of dry land which is giving you a return, 
say, of Ks. 10 an acre and with water it gives you Rs. 30. Your normal land 
revenue as dry land would be Rs. 5 and as wet land, Rs. 15, but at the same¬ 
time the sale value of the land increases from, say, Rs. 100 to Rs. 1,200. 
Would you also take part of the sale value in the shape of a betterment tax ? 

* 

A .—The sale value will increase as the result of improvements also. I have 
mentioned some of the improvements the effect of which cannot be calculated 
definitely. So in the case of a tax on water, I want to leave a big margin, so- 
that under no circumstances can the result of improvements be touched. 

Q .—You would not object to a betterment tax in addition to a share of the 
annual increment ? 

*4.—It will be over and above that. 

Dr. Paranjpye. Q .—Won’t you be taking betterment tax twice over? The 
increase in the net value determines the increase in the price of land; so, the 
betterment is allowed for by an increase in the net yield. You are only taking 
half the increased net yield, leaving apparently to the owner the capitalized 
value of the remaining half* and then you propose to take also a part of the 
second part that is left to him. 

A .—The betterment tax cannot in fact be separated froip the betterment tax 
which you charge in the shape of land revenue. That betterment tax must be 
taken in connection with land revenue. 

R 
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Q. —After having taken an increased amount on account of the increased net 
yield, you still want to take a portion as a betterment tax as the result of the 
water supply ? 

The President .—-May I put it this way ? You put on what the traffic will bear 
and that is very much less than half the increment. It will not bear straight 
off a large annual charge, but it can well afford a part of the capital cost in the 
shape of a terminable annuity. 

A. —It seems that I have not exactly understood the significance of the better¬ 
ment tax. If it is going to be a terminable annuity, whatever improvements 
are made after the termination of the annuity will be lost to Government. I 
thought it would be something permanently added to the income of the Gov¬ 
ernment as the result of improvements on the land. 

Q. —The position would be that if you take even a half share of the in¬ 
creased profit from the water you would take such a large sum that the raiyat 
would object and you would not be justified in putting it on, but you can quite 
w T ell take a share of the increased value of the land and credit it to the capital 
cost of the scheme without raising the same opposition. 

A .—That will be charging the same amount, only spreading it over a long 
period. 

Q .—They would really be separate taxes. Suppose a man sold his land, he 
will probably pay the betterment tax out of it. 

A. —That will ultimately fall upon the land. 

Q .—The way the suggestion arose was this. You make the first condition 
in putting up irrigation works, that they must pay their way. You find some¬ 
times that they will not pay their way" at all. You can only put on a very 
low water rate to start with, but while you can get only a very small amount 
out of that, there is a very large increase in the value of the land. 

A. —I would not have any objection to have a betterment tax after that, but 
that will be only an exceptional case. 

Q. —The water rate charge is really very low in proportion to the increase? 

A. —The water rate may be increased. 

Q. —Sometimes it is a matter of expediency not to increase the water rate. 

A. —From the point of vfew of principle, it does not matter whether it is one 
tax or two different taxes. My idea was that it was only one Tax. 

Dr. Hyder. Qs. 19 and 20.—You do not think that it is possible in the case 
of municipalities to divide rates into those which are beneficial and those which 
are onerous? 

A .—My idea is that we cannot make a distinction in principle with regard 
to that. 

Q .—Take the case of a house rate. That is spent on purposes beneficial to 
the people who own houses. So they cannot say that it is a rate for which 
they get nothing. 

A. —Can you make a distinction in principle with regard to the tax? 

Q. —Don’t you think that the comforts secured do make the distinction right? 

A .—Not in the case of local and central taxes. Only when taxes are eaf- 
marked for certain purposes, can you make a general classification about the 
benefits and sacrifices ? 

The President. Q. —You don’t object to earmarking? 

A. —No, what I say is that these must also be taken into account in finding 
out the incidence of taxation. 

Q.-~Let me take an actual instance. Supposing you extended the drainage 
system to half of a municipality, and you imposed a charge for drainage on 
houses in that half of the town, would you count that for the incidence on the 
whole town ? 



A .—The question is exactly the same as the^. Posts and Telegraphs. If a 
new post office is opened in one place, can we say on the same principle that 
the people of that locality should pay the taxes for this particular purpose ? 

Sir Percy Thompson. Q. —You are making everybody pay for the Post Offices. 

A. —For almost everything the Government is charging, a price. Taxation is, 
so to say, a price which Government are charging and I do not think you can 
make a distinction for specific benefits rendered. 

The President. Q. —There is a difference in degree. 

A.—I allow for the difference in degree, but not for the difference in kind. 

Q. —Supposing you live in a town and there is no electric light or gas there 
and you have to go and use kerosene lights; now they start an electric light 
-scheme; instead of charging by meter, they simply impose a rate to be paid for 
the use of the electric light and you go and pay to the municipality the rate 
instead of going to the shop and buying oil, can you say that the tax in ques¬ 
tion is increased by the fact that you pay something for electric light instead 
of going to the shop and buying the oil? 

A .—I do not feel like agreeing, because almost every service is taxed by 
Government. I would not call it a price merely and not a tax. 

Q. —Suppose you find that the rate per head in a certain town is far heavier 
than it is in another town; say in town A, you get electric light, drainage and 
water and the taxation is low; in town B, you get nothing. Although the 
incidence is higher in town A, the rate of taxation is not higher, because you 
get certain benefits? 

A. —Yes, you get greater service and pay higher for that, but I would make 
a distinction in incidence. 

Q. —Supposing for instance in Nagpur you have two large mills and as a 
matter of agreement with the owners of the mills the Municipality agree to 
establish additional water works and put a special rate on those ^nills, would you 
say that that increases the incidence of taxation to the inhabitants of the town? 

A. —No, the inhabitants of the town are not charged at all. 

Q. —Carry that a little further and suppose that one side of the town is sup- 
ph'ed with electric lights and the other is not. • Is the rate to be applied to the 
whole town or only to that half which gets the supply ? 

A. —In that case, only half the town, because the tax is earmarked. 

Q. —Do you distinguish that from the case of the Post Office? 

A. —Yes, simply because the one is earmarked and the other is not. 

Dr. Hyder. Q. —In your answer to Q. 21, you say that “ to the consumer it 
is the loss of utility from the reduced portion minus the original price.” I do 
not understand what you mean by this. Suppose you have a commodity and you 
impose a tax, what follows? 

A. —The price goes up, and if the demand is elastic, the quality consumed 
becomes reduced, and the loss to the consumer is the utility from the reduced 
portion minus the portion which they would have to pay for. 

Q. —The loss to the consumer will be after the imposition of the tax? 

. A. —The utility on the reduction in the quantity consumed minus the sacrifice 
which they have to make for that reduced quantity, viz., the original price of 
that article. 


The President . Q .—How if the article has no utility? 

4.—Such an article hardly forms an article in economics. When the drunk¬ 
ard drinks, you say he has a utility. 


(At this stage the witness explained his meaning more clearly to Dr. 
by means of a diagram). 
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The President. Q. —These depend on the assumption that the consumer 
makes the best possible distribution of the expenditure. 

A. —You have to assume that; we know the consumer does not do it. 

Dr. Paranjpye. Q .—In your answer to Q. 24, you say that a tax upon enter¬ 
tainments will certainly be welcome, for such consumption can never be addic¬ 
tion in the sense in which tobacco and intoxicating liquors are. Is that quite a 
correct statement? There are a large number of people who cannot do without 
cinemas. Deprivation of the cinema is quite as much a hardship as deprivation 
of tobacco or intoxicating liquors to us. 

A .—I do not think it is such a serious addiction that people will, for example, 
give up their food and go to cinemas. The intensity in the one case is much 
greater than the intensity in the other. 

Q. —Tobacco is optional? 

.4.—It is not exactly optional. 

Q. —Optional taxes would mean taxes on those articles which are not neces¬ 
sary for physical existence. 

A.— I would define an optional tax to be one on an article the consumption 
of which may be reduced without any inconvenience. 

Q. —Not inconvenience on the part of a particular individual, but on the 
part= of an ordinary average individual. 

A .—I had in mind the cases of factory hands, labourers. 

Q .—There are many women who go without sufficient food, Out have jewel¬ 
lery. 

A. —Yes. 

Q. —Regarding a tax on railway tickets, you say it is usually a fixed sum. 

A .—A few years ago there was a terminal tax in Calcutta; that was a 
fixed sum for every ticket. 

Q. —Like a pilgrim tax for instance? 

The Maharajadhiraja Bahadux of Bur d wan. Q .—It is a uniform tax, irres¬ 
pective of the different classes from whom they are levied. 

A. —Yes. 

Dr. Paranj'pye. Q. —Could you have a different- tax for different classes of 
railway passengers? 

.1.—I have given three objections to a tax on railway tickets. 

The President Q .—A pilgrim’ tax is not really a tax on travelling, it is a 
tax imposed by a place of pilgrimage for the benefit of that place, more or less 
in the nature of a poll-tax. A tax on travelling levied in European countries 
is based upon distance and it is levied at every station as a sort of surcharge. 

A .—If it is levied at all stations, it will be better as a tax; but the general 
budget will be encroaching upon the railway budget. 

Q.~ If it is levied as a tax, it won’t go into the railway budget, I don’t 
think the question of the separation of the budget arises unless you impose a 
tax indirectly bv raising the fares. 

*4 - -That will be really raising the fares. 

Q .—If you are going to put a tax on travelling, you could do it by a direct 
tax, not by raising the fares in which Government have a controlling interest. 

A. —Ultimately it comes to the same thing, because the increase must react 
upon consumption and to the extent that consumption is reduced the railway 
budget suffers. 
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©.—How does the railway budget suffer? 

A.— Their income will be less. Suppose the general budget imposes a very 
heavy tax on railway tickets, the travelling public must reduce their demand for 
railway service. 

©.—The amount of travelling done will be less? 

A. —Yes. and therefore the income of the railways will be less; thereby the 
railway budget will be affected. 

©•—You say the Railways are making a large profit over and above the cost 
of working. 

A .—They must be making some profit; even if they don’t, their loss will be 
further increased by the imposition of this tax, 

Q .—Their expenditure will also proportionately fall. 

A .—Not immediately, especially in large scale production. 

©.—In answer to Q. 25, you say that no class can be definitely isolated who 
do not consume liquors? 

A .—It is very difficult to find any class which can be otherwise taxed. 

©.—That was not the idea at all. Don’t you think that a class which abstains 
is entitled to the benefit of its abstinence? 

A .—By not consuming it, it will get its benefit. 

©.-—Is it entitled to reckon that as part of its burden? 

A. —That will be exemption from burden. 

©.—Supposing the whole ot the revenue of a State is derived from taxing 
people who gamble and that the inhabitants of the State are prohibited from 
going into the gambling house, have they a burden of taxation? 

A .—No, I do not think that will be called a burden of taxation. 

©,—Supposing half India were abstainers and the other half large consumers 
of intoxicants and the whole of the revenue derived by the State was from the tax 
on intoxicants? 

A .—-My idea was that, in order to bring about equality, a special tax should 
be imposed upon the class who do not consume intoxicants. 

Dr. Hyder. Q .—Do you think that every member of a community should pay 
some sort of tax? 

A. —On principle, no. But in practice it is extremely difficult to separate 
that class, especially in respect of indirect taxes. For example, in India par¬ 
ticularly, we cannot think of anything out of which a substantial revenue can be 
got unless it is more or less a necessary of life. 

©.—Take the case of people who use kerosene, cloth, etc. Don’t you think 
it is possible to tax these people? 

A. —They will be taxed;,that means a greater burden will be imposed on the 
poorer class, if you tax a necessary thing of life. There , are too many 
necessaries of life which are consumed by the people which are taxed. 

©.—In a country in which the people do not consume any luxury, how else 
can one get something out of them? 

A .—I do not object to some tax on necessaries, but on principle I think that 
those persons who do depend on a person who earns something should be 
excluded. In the case of indirect taxes, it is impossible to apply this test. 

The President. ©.—You object to direct taxes, such, for example, as a copita- 
tion tax levied in Germany, France, Switzerland or the' United States, because 
they have a bad odour about them? 

A .—In India they have a bad odour about them. 



262 


Q. —Which Indian tax would you include as having a bad odour. Tho 
thathameda ? 

A .—I know nothing about it. 

Q .—Capitation tax? 

A .—I have heard only about the Burma tax, 

Q.— What do you say to the chowkidari tax? 

A .—It is for protection. 

Q. —Is it not of the nature of a capitation tax? 

A .—I wouldn’t call it so; in that case, the Army expenditure should be capi¬ 
tation t£lX. 

Q, —Surely, the manner in which you spend the money has nothing to do with 
the nature of the tax. 

A. —AH taxes fall upon persons. 

Q .—How would you define a poll-tax? 

A .—A tax which is paid for being an individual; simply because a person 
is born and lives in a place, he would have to pay it. Usually all taxes are 
levied through certain articles, except income-tax. Ultimately these fall' upon 
individuals. 

Q .—The chowkidari tax is levied on a family. 

A ,—If that is so, it will be unfair unless you take into account the income 
of the family. 

Q .—How would you regard a profession tax ? 

A .—It is really part of the income-tax. It is separated from income-tax by 
a very little margin. 

Q .—Is there not a limit for profession tax ? 

A .—It is a small tax which probably does not affect many. If it is a poll- 
tax, it will affect all persons in the country, irrespective of their income. 

Q .—You might have a poll-tax, but you might exempt certain classes from it. 

A .—Even then, it will be a little unfair, if you don’t take the income of the 
family into consideration. A family consisting of 20 heads has to pay it, as well 
as a bachelor. 

Q .—Does that arise under the chowkidari tax? 

A .—I have little experience of the chowkidari tax. 

Sir Percy Thompson. Q m —Your answer to Q. 33 re Income-tax practically 
means that you would reduce the limit to Rs. 1,500? 

A .—If there is urgency. 

Q .—If the yield has to be increased, you would make the exemption Rs. 1,500,. 
levy the tax as it is up to £1,000, increase it between £1,000 and £10,000 and 
leave the gradation as it stands above £10,000; is that roughly what it amounts 
to? 

A. —My idea was that there should be increase below 1,000 and above 10,000 
also. If the limit is reduced from 2,000 to 1,500, there should be an increase 
tax below 1,000 and above 10,000; there should be a greater increase between 
1,000 and 10,000. 

Q .—You want to stiffen up the rates between 1,000 and 10,000, while in¬ 
creasing them all along the line. 


A. —Yes. 
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Q .—Your reply to question No. 35. You would include the rents of land and 
withdraw the exemption in favour of agricultural incomes so far as it applies* 
to rents. 


A .—Y es. 

Q. —You say that the difficulties in the case of unearned incomes are as¬ 
certaining their exact amount. I think it is easier in the case of unearned 
income than in the case of earned income. What is your definition of 
* unearned * and ‘ earned * incomes ? 

A. —That which has not been earned by the efforts of the owner is ‘unearned’ 
income. Suppose he has to make an improvement in the land and a well is 
sunk as a result of that, there is an increase in income. 

Q .—Surely that is the result of investment of capital?* 

A. —Yes, that is improvement. 

Q. —Would you treat my investments in the debentures of a public company 
as earned income? 

A .—Partly as earned, in the case of companies which represent productive 
enterprises, because you take the risk of losing your investments also. 

Q. —That has never been adopted by any other country; the definition adopted 
in England is : earned income is the income which you get by your personal 
exertions, unearned income is the income got irrespective of any personal exer¬ 
tion on your part. 

A —That is practically the definition which I adopt also, 

Q. —When you make an improvement on the land by sinking a well, the addi¬ 
tional money comes to you without any personal exertion on your part. 

A. —Under “personal exertion” I would include enterprises where you take- 
a risk. 

Q .—How could you possibly work that? 

A. —In the case of land, we cannot separate the two. Simply because some 
person is getting income from two different sources, it does not mean there is 
no difference in the functions. 

Q, —If I invest money in Government securities, how would you treat my" 
income, as earned or unearned? 

A.— That is unearned income, which I would tax more heavily. 

Q. —Then you would have three rates, one for earned, one for unearned* 
and one for money invested in productive enterprises. 

A. —That is so. 

Dr. ffyder. Q .—Is investment in land a productive enterprise? 

A .—From the point of view of the investment it would be a productive enter¬ 
prise for me. 

—I see from your answer that you refer to a discouragement of savings. 
Some economists have urged that you should pay a lower rate if it can be shown- 
that the income of the year had gone back into the business. 

A.— Yes. 

Sir Percy Thompson. Q. —I think we are muddling up income and increment. 
This is a question of taxing income which accrues to a man from year to y€ar. 
Supposing I invest Rs. 10,000 in a commercial undertaking, and the first year it 
produces 5 per cent. i.e. , Rs. 500, you would tax that as unearned income. 
Suppose it afterwards becomes more prosperous, not from anything I have done,, 
but it proceeds to pay 10 per cent., i.e., Rs. 1,000, a year, how are you going; 
to tax it? 



264 


A. —I would not make any distinction, because the increase is merely due to 
the chance I have taken. Whatever may be the income, I would put that down 
as due to my enterprise. 

Q .—Instead of investing in a public company, I invest Rs. 10,000 in land 
•and it pays me a rent of Rs. 500 for some years; then suddenly owing to a rise 
in prices, I am able to charge higher rents and I get an income of Rs. 1,000 for 
that land. 

A .—If it is as a result of rise in prices, it will be unearned income. 

Q .—My income from the investment in the commercial company may have 
increased from Rs. 500 to 1,000 owing to a rise in the price of the commodity. 

A. —But I took the risk that the company might fail. 

Q.~~ But I took the risk in the case of land also. Take, for instance, the fact 
*hat in England between 1848 and 1894 the price of land did go down, the 
price of produce went down and rents went down. I cannot see any difference 
between two cases. There is as much risk in buying land, as the price of land 
-is not bound perpetually to rise. 

A .—It has been so in India at any rate. 

6.—It has not certainly been the case in England. 

A .—The result of settlements show that at every settlement there has been 
an increase. 

Sir Percy Thompson. Q. —It may be historically true so far as India is con¬ 
cerned, but it cannot be so everywhere. If the land depreciates the rent will 
also go down? 

.4.—I don’t think so. 

Q .—I am not talking about the land revenue but I am talking about income- 
tax. Is not income-tax to be charged on general profits? 

A.—~ In the case of agricultural incomes when the landlord does not do anything 
for the improvement of the land and yet there is an increase in the income from 
the land, I should think it is unearned and can be taxed. 

Q .—You are going to tax on three rates, i.e., rates applicable to incomes 
which are earned, rates on industrial enterprises, and there is to be a still higher 
rate on increased incomes which may be derived from rise in the value of 
land ? 

A .—You can tax any income; if may be derived from any source; itinay be 
<even from houses. 

Q .—But not from dividends? 

A. —Well, there may be a portion of the unearned income here also, but it 
is very difficult to say, almost impossible to say, what the unearned income is 
in this case, but in the case of houses or lands, i.e ., of immovable property, it 
is much easier to find out what it is. 

Suppose I built a town and put houses in it and I spend a large amount 
of money, say, ten thousand rupees on each house and tenants may not come 
and I may have only a low rent. But in the course of time when the popula¬ 
tion of the town increases I may be able to get a decent return on my capital. 
How would you tax that? 

A. —Well, it must be found in comparison with any other industry. In this 
particular case as the result of the circumstances beyond the control of the owner 
of the houses if the price of the houses go up, I would call it unearned. When 
th§ income is derived out of the normal conditions of the town, then it is earned. 
I make a distinction only like this. Take agricultural land which is close to 
the railway line with the result that it gets a higher price. Here the value 
of the land has increased simply because of the opening up of the railway line. 
I would certainly say that the income over and above the normal price is an 
unearned income. 



265 


Q .—I entirely agree with you here* but it is equally true in the case of 
commercial concerns also. 

A. —I think in the case of commercial returns it is almost impossible to dis¬ 
tinguish between the earned and unearned incomes, but in the case of land or 
any other immovable property, it is much easier. 

Q .—You say that in the case of “ sums shown to have been invested in pro¬ 
ductive enterprises J> the tax should not be on the sums but on their incomes. 
Supposing you have got an income of ten thousand rupees a year and instead 
of spending ten thousand rupees, you save four or five thousand and invest it in 
any productive enterprise, \vhy in taxing the income of ten thousand should you 
put less tax on the four thousand or five thousand which you invest in the 
productive enterprise ? 

.4.—I do not mean that. When the whole income has been earned, then the 
ordinary income-tax will be charged on that income and the portion of the 
income that is spent and the portion that is invested will be taken into con¬ 
sideration. When it is invested, then, on the income of that he will have the tax. 

Q. —Would you not have any reduction in the tax N as it is meant to be an 
encouragement to investment? 

.4.—Yes, from that point of view I would make some distinction. 

Q .—You would not advocate making any allowance for the number of persons 
supported ? 

.4.—I would not advocate that. Particularly in the case of joint families, 
it is worse than useless. In a joint family one has to feed not only his 
relatives but also his servants. 

Dr. Parent jpye, Q .—Supposing under the Income-tax Act we lay down a 
rule that a certain abatement is to he allowed only for wife and children, you 
would abide by that ? 

.<4.—That will be very hard for joint families. There are brothers and other 
relatives who ought to be supported. 

'Q. —I think brothers must earn? 

. 4 . —But there may be younger brothers who ought to he maintained. If any 
-exemption is to be made, it should be made*also in the case of dependants like 
widows. 

Q .—You mean to say that people who are actually either owners or potential 
owners may be allowed the exemption. So also the head of the family, his sons 
or their sons might be allowed and not the second cousins and other relatives 
They do not deserve any concession ? 

.4.—Of course they do not deserve any concession, but there should be exemp¬ 
tion in the case of widows who are more dependant than a son or a brother. 

—X quite agree that there may be some hard cases. But is it 
not now-a-days the tendency, at least among the educated classes, to discard 
this joint family system. Practically the income-tax payers are of that type. 
The joint family system has got special reference to landed property and not 
otherwise. When there is no question of landed property, there is no question 
-of joint family. 

A .—I quite agree with you. 

(X—If that is so, the joint family system would not have very much signifi¬ 
cance? 

.4 .—Yes. 

Q .—Then it is quite sufficient if you take wife and children into consideration? 

.4.—Yes. 

Q. —In answer to questions Nos. 38 and 39, you have given us certain figures 
from Bengal. Can you tell us where you got them? 
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A. —I suppose I got them from my notes, made perhaps out of the administra¬ 
tion reptorts. 

The President. Q. —Is it from the Indian Year Book? 

A .—It may be; I do not remember it now. 

Q .—Have you examined Messrs. Shah and Khambata’s estimate and come* 
to any definite conclusion? 

A. —No, I have not examined the estimates given by Messrs. Shah and 
Khambata, but I think it is too optimistic. 1 should think even my own 
estimate to be somewhat optimistic. I would put this figure only as a maximum. 

I have already said my estimate is a pure guess. 

The 31 a h a raja dhira j a Bahadur of Burdwan. Q. —You are in favour of imposing 
income-tax on agricultural incomes, would you be in favour of imposing income- 
tax over and above the land revenue? Some witnesses have advocated this as a 
sort of substitute for land revenue; I want to know exactly what your opinion is ? 

A. —I should think it should be over and above the land revenue. This will 
be out of the profit of the business just as an ordinary person pays out of the 
profit and out of that profit he will have to pay this income-tax after paying 
land revenue, because land revenue is not taken out of the profits. 

Q. —Then you will have two taxes, one by way of land revenue and another 
by way of income-tax? 

A. —Yes. One is by way of taxing nature and the other on the income from 
personal exertion. 

Q .—It might also contain an element of economic rent ? 

A —Yes. But I think there will be some more income which will be still 
available for the person. 

The President. Q. — In answer to question No. 42 regarding the Indian system 
of accounts, you say, “ the suggestion of the Indian Industrial Commission that 
Indian business men should be compelled to keep accounts on the English system 
is absurd.” Can you show me exactly where you find this statement in the 
report ? 

A .—I am afraid I cannot locate it now, but I shall let you have it later on, 

Q. —With regard to question No. 53, you say, that the basis of comparison 
implied in the question is wrong. You also say that we must take the standard 
of living and other demands made by taxation into consideration in arriving at 
any comparison. Of course we mean that you must take all the circumstances 
into consideration. 

A. —At least T have not considered all these points to arrive at any definite 
decision. 

Q.— What do you mean by saying that “as a rule, the lower the income is, 
the higher is the cost of necessaries”? 

A .—I mean to say the proportion of the cost of necessaries of life to the 
income is greater. 

Q. —You >say the idea of imposing a protective duty to enable India to be 
self-supporting is wrong. How ? 

A. —That is a very big question. I do not support the protective duty much. 

Q .—But the position is this. You had during the war a salt famine in 
Bengal. The salt could have been quite easily supplied from Madras, but as 
long as the foreign salt could compete with advantage, it was not worth 
while to produce the salt in Madras. 

A. —You mean to say the cost of production is higher. 

Q .—It is not that. The Madras people consume a different class of salt from* 
the Bengal people. The Madras factories have to manufacture a totally different 
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class of salt for the Bengal consumer compared with the local consumption- 
They cannot afford it as long as there is foreign stuff in the market. The idea 
is once the trade establishes itself, then the supply can be continued at a 
cheaper rate. 

A. —If it is really so, I have no objection, but in some cases the cost of 
production is permanently higher. 

—Would you have any objection if there is a protective duty for a short 
term of years in order that the trade may settle itself? 

A. —I have no objection. In the case of this infant industry, I won’t have 
any objection. 

Q. —Of course it is not a very infant industry but it is an ancient industry 
supplying the whole of India except Bengal. The point is that Bengal likes a 
particular'kind of salt and gets it at a very cheap rate. 

A. —I think it is not a matter’ for Government interference. 

Q. —You don’t think there is any disadvantage in the present system? 

A. —I don’t think so. 

Q. —What happened was this. During the war some enterprising people started 
a salt factory and they had pretty good sales, but as soon as the war was 
over, all these people who put up plant to double their production were ruined. 

4.—We cannot anticipate such extraordinary windfalls now and then. 

(>.~Then you do not like to make the country self-supporting? 

A .—At least not in this respect. As far as I remember we had this salt 
famine for the greater part of the war and it is only towards the end of the war 
we began to get this Madras salt. The people in Bengal do not want to buy 
this salt because they want the white salt as they have got a taste for it. 

Q .—You object to the sale of salt by weight in areas in which it is now sold 
by measure? Have you any experience of what is known as the process of 
sifting? It is practised solely for the purpose of increasing the trader’s profit. 
In other words they gain by getting large crystals. Do you think it is right ? 

A. —I don’t know if it brings any measure of hardship to anybody. Govern¬ 
ment get the same revenue. 

Q .—The point is that if there are bigger crystals sold, the purchaser gets 
less salt. 

A. —Why, if the crystal is powdered the quantity will become larger. 

The President. Q. —No. It becomes smaller. The crystal is a hollow thing. 

A .—Then how is it, the selleip who are not monopolists do not bring down\ 
the price by competition. 

Q. —Because there is a close ring. 

A. —Then the Government should attempt to break down the ring. 

Q. —You think that denaturation of salt is too costly? 

A .—Yes. 

Q -—.You are opposed to total prohibition and think that the choice should 
be left to the individual consumer ? 

A .—Yes; that is my personal idea. 

Q. —Do you think that a tax on advertisements would yield anything material? 
You say that the revenue is likely to be good. 

A. —Yes; because in the big towns you find there is a good deal of advertise¬ 
ment. 
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Dr. Paranjpye . Q. —Would you also tax newspaper advertisements ? 

A. —Yes; if there is such a tax, it should be on newspaper advertisements 
;aIso. 

Q .—You think that the export duty on hides requires reduction? 

A. —Yes. 

Q. —You do not agree with Vakil who wants to increase it? 

,4.—No; that seems to be absurd. Coining from Bengal I most strongly 
■oppose that view. 

Q. —But jute is a monopoly. 

.4.— But even monopoly has also got a limit. Even now substitutes for jute 
are being tried in South and Central America and if these experiments-come out 
successful our trade will go. Another thing is this : if you impose 25 per cent 
duty on jute and keep your rice export duty at 3 per cent then you will be 
converting the jute lands into rice lands. 

Q. —The duty will be paid by the consumer abroad. 

A .—I do not think so. But the consumption will go down. If there is 
such a heavy tax, the quantity demanded must fall. 

Sir Percy Thompson. Q .—Is there not also the danger that if you increase 
the price too much the foreign consumer will make more intensive efforts 
to find a substitute? 

A. —Yes. ^ There will be a reduction in consumption and the demand from 
India will fall and the price of jute will go down in India. Then jute lands 
may be diverted to rice cultivation. When there are two rival productions, if you 
tax one of them, it is likely that after a time it would be more profitable to 
grow the article which is not taxed. 

Dr . Hyder. Q .—But that would happen when the cultivator pays out of 
his pocket. 

A .—The tax may not come from his pocket. But the effect of the tax 
■ comes upon him. I will make a distinction between the two—the incidence and 
the effect. 

Q. —What is the nature of the distinction? 

A. —Let us suppose we have an import duty and that import duty falls upon 
the consumers. If the demand for the article iis elastic, then the consumer will 
reduce the demand and \he incidence of the tax will fail upon the consumer. 
But because he has reduced the demand, the effect falls upon the producer. 

Q .—It is partly forward and partly backward; I agree there. But suppose 
yo® have got an article which is very much in demand abroad but there is no 
substitute. Then it seems that you have got & clear case where you can compel 
the other people to pay the tax. 

A. —If you impose the tax, that tax will be payable by foreigners. But the 
foreigners will reduce their consumption, the amount of our sales will be reduced 
and the price in India will fall. 

Q •—It depends upon the nature of the case. Suppose we possess a monopoly 
in that article and the demand is inelastic? 

A. — I will not consider the demand for any commodity to be so inelastic 
that even at high prices, there won’t be any effect. And even for monopoly, 
as I have already stated, there is a limit. 

Sir Percy Thompson. Q. —In the last paragraph of your answer to Q. 97, 
you say ‘ In this connection, I should especially point out that—I may be per¬ 
mitted to use strong expressions since agriculture engages such a large portion 
of the^ population of India—the craze or fad for developing manufacturing 
industries tends to increase the price which the cultivator pays for his con¬ 
sumption \ Are you against the policy of commercialising? 
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A.—Ndt against that. But it is attempted in some quarters at the cost o£T 
cultivation. I would strongly oppose that. I would rather go without manu¬ 
factures than have this state of things. Industries ought not fro penalise the 
cultivator. 

Q. —In what way is he penalised? 

A .—By having export duties : export duties have been suggested on oil¬ 
seeds and cotton. 

Q. —It is only to that extent? 

A.— Yes. 

Q .—But surely it is very advantageous to have an alternative source of 
employment to which agriculturists can turn when the pressure on land becomes 
too great. 

4.—I very much like to have manufacturing industries provided they do not 
inflict any injury on the cultivator. 

Dr. Hyder. Q. —When the products of this country are manufactured here, 
surely they will have a higher national dividend than when they are sent out. 

A .—Yes. There is no doubt about that. But I am talking merely about that 
intermediate stage. My objection is mainly against the protective tariff. By 
imposing this tariff on our goods we raise the prices of the articles consumed 
by the cultivator. 

Dr. Paranjpye. Q .—You will neve^have industries in any State unless you 
begin with some help from the State. 

A. —I would give help. There are many other forms of protection as well, 
besides the protective tariff. There are bounties. Government may give facilities' 
in respect of land. There may be concessions with regard to railway rates and 
so on. 

Q. —In whatever way you give help, ultimately it is the cultivator—cultivators 
forming 75 per cent of the population—that is affected. 

-I. -Only to a certain extent; but not to the whole extent. Again, raw 
materials taken towards the ports are favoured very much. This discrimination 
I would stop at once. 

Q. —That is only an administrative measure. When the State takes over the 
management of the railways perhaps this discrimination wifi disappear. 

A .—I do not know. There may be bad management. 

Q .—You say that oil-seeds should be freely exported? 

A .—I do not say they should be freely exported. 

Q.- -Don’t you think that in the larger interests of the country, the oil-seeds 
should be pressed in the country itself rather than sent abrdad? 

A .—If you are sure of developing the industries within a short time and 
the benefit "we derive is great, I would not object to it very much. 

Q. —Are there not many of these industries without which the country is not 
self-sufficient? 

A.--In the case of the key industries my objection is more serious to having 
a protective tariff, because you raise the price and thereby inflict loss on the 
dependent industries. You can give subsidies or do something else which will 
not raise the prices. Of all the forms of protection, a tariff is the least suitable. 
When we protest against the salt duty we mean that^the people are very poor. 

Dr. Hyder. Q. —Now' one agricultural expert has said that this country is 
the most extravagant country in the world, because it allows its oil-seeds to go 
and fertilise other countries. This comes of our free trade policy. 

A. —I do not think so. 

The President. Q. —With regard to Q. 104, do I understand your recom¬ 
mendation to be that in attempting to compare incidence of land revenue you 
would have to prepare two fractions for each province, one for the raiyatwari 
people and one for the tenants and the landholders? 

A. —Yes. 
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Dr. Hyder Q. —I want to know what you exactly mean with regard to Q. 112. 

. A. —If a tax is imposed upon the owner and if there is very great demand 
for houses, then what really happens is that the tax falls upon the occupier 
-because the owner can get it from the occcupier. From the economic point of 
view, it means that the owner is relieved of his tax. 

Q ■—The tax on the house resolves into two—one on the area and the other 
on the house. The tax imposed may be so devised that it falls on the ground 
rent and not on the occupied portion. Now do you think that the tax on ground 
rent can be passed on by the owner ? 

A .—In extreme cases, I should think so. In ordinary cases I do not think 
it possible to transfer it to the occupier. But where there is extreme shortage 
of land, the occupier will have to pay a higher price. 

Q. —You do not think that a tax on registration of marriages is practicable ? 

A .—I do not think so, except where marriages are already registered. 

Dr. Paranjpye. Q. —In some communities it is practicable. 

A. —Yes, in the Christian and other communities where the practice is 
already followed, 

Q .—You know possibly that in several cities there is a municipal tax on 
musical instruments used in marriages. It practically amounts to a tax on 
marriages as every Hindu marriage requires the use of musical instruments. 
If you levy a tax of a rupee or two on each marriage, it will fetch a lot of money. 

• A .— If. it could be done without compelling them to register marriages, I 
would not object. 

Q. —It will bring in about 50 lakhs a year at Ho. 1. 

A .—Yes, it- would not be felt and would bring in a good deal of money, but 
if you make the registration of marriages compulsory, I am sure people will 
bring in religious and other questions and there may be difficulty. 

Q. —What would you say to a tax on patent medicines? 

A .—I would not tax medicines, because we want more medicines. 

Q. —Do you want more patent medicines ? 

A .—If they are good medicines. 

Q. —Have you r*ad the report of the British Medical Association on the 
analysis of patent medicines in England? 

A .—If they are really bad things, they won’t have any large sale. 

Dr. Hyder. Q. —The advertisement columns of newspapers are full of these 
advertisements and they are very bad medicines. 

A .—If it is practicable, I would not mind a tax on patent medicines. 

The President. Q. —What do you say to a monopoly of explosives? 

A .—I hardly think I have thought over the question; it can only be by 
Government. 

Q. —You would rather favour a tobacco tax? 

A .—Yes. 

Dr. Hyder. Q. —Have they got a tobacco tax in Indore State? 

A .—No, except when it is exported. 

The President. Q. —Is it an export duty? 

A .—Yes, that is more profitable. 

Dr. Paranjpye . Q. —During the war time, grain was cheap in the Indore 
■State ? 

At —That was because export was prohibited. 

The President. Q. —Have they got a customs line all round Indore? 

A.—Yes. 

Dr. Hyder. Q. —Do you get good revenue from these duties ? 

A .—I think they get more than 20 lakhs. 
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The President. Q. —Is it really a transit duty put on as customs duty 
where there is a cross-road ? 

A .—Yes. 

Q.—Do you know anything about the system of the payment of staff ? Have 
you a system called K at chi system ? 

.4.—The staff are paid in cash: the officers in charge are paid fixed salaries. 

Q .—Are the salaries very high? 

A .—For the staff they vary from 11s. 15 to Rs. 40. At Indore there are officers 
getting more than Rs. 150 and you get practically all the revenue from Indore. 
It, is a big distributing centre for the whole of Central India. 

Q. —You still have a tax on transactions ? 

.4.—Mo, there is a tax on cotton speculation. 

Q .—How does that work ? 

.4.—Whenever there is any transaction, it must be registered; if it is not 
registered, you cannot clainj the money and as the tax is very small, every¬ 
body registers. They do not get much income; I don't think they get more 
than a few lakhs of rupees. 

Sir Percy Thompson. Q. —Have you any idea what the pitch of the land 
revenue is in Indore ? 

A .—About five years ago they had a Committee; I was on that Committee 
and it was estimated that the rate of land revenue then was higher than in 
British India. 

Q .—What relation does it bear to the rental value ? 

.4.—Slightly higher than 50 per cent, of the rental value, but the acreage 
per head of the agricultural population is more than 2£ acres in Indore, while 
it is less than 1£ acres in British India. 

Dr: Ilyder. Q. —What is the theory they have in Indore, is it the theory 
of landlordism? 

4 .—There are jagirs , as also the raiyatwari system. 

Q. —The land belongs to the State? 

.4.—The lands are the property of the Durbar; the ruler of the State has 
other lands in his personal capacity. 

Dr. Paranjpye. Q.—Your reply to Q. 122, regarding the possible means 
of levying a tax on tobacco. You appear to recommend No. (2), viz., requiring 
all tobacco locally grown or imported to be sold to the State, by which it is 
made up and sold at fixed prices. That would mean that you would hare 
an enormous State tobacco industry as in France. 

A. —This method is the only practicable method. 

<3.—What is yopr objection to No. (1), imposing an acreage duty on cultiva¬ 
tion? 

A .—It will levy equal duty on good and bad tobacco. 

Q. —You can very easily have a differential duty when a piece of land 
produces tobacco of a high quality, and you can have different duties for 
different districts. 

*4.—If that is done, I wouldn’t mind, but by acreage duty I understood 
a fixed sum per acre. 

Q. —It is just possible to have different rates. 

A .—That will take an army of Inspectors. 

Q .—He wouldn’t go from field to field; what does it matter if food-grains 
are cultivated in place of tobacco? 

.4.—In Bengal almost every cultivator grows tobacco for his private use and 
for sale, and the quality varies a good deal. I have not got experience of 
■other inaces. 

Q. —Would you agree to a system under which the tobacco should not be 
sold except to licensed vendors who deal in retail tobacco trade? 

A. —I don’t think I would agree to that, because that will create a monopoly. 



272 


Q .—In the Patiala State there is a monopoly which is working very well. 

A .—More money is paid by the people as tax to the licensed vendors than 
comes to the State. 

Q •—The right to sell' would be sold by auction. 

A. —But once a man gets the right, he would have a monopoly in that area. 

Q -—After all it is not a necessity ; another time another man will come and 
bid agaiijst him, 

A.—It is uneconomic from the point of view of principle. He takes more 
from the tax payer than what goes to the coffers of Government. If Govern¬ 
ment directly takes it over, the whole of the profit will go to it. 

Q. —It will be an enormous business to manage; practically you have to 
have a tobacco officer in every village. 

A. —His expenditure will also be covered. 

Q .—After all, Government machinery spread over a whole country would 
be very much more expensive than licensed vendors who might sell tobacco in 
different grades of preparation. 

A. —There are village officers and Government officers to do the work. 

Q .—There will be too much corruption; a private man will do it very 
much better. 

A .—This question should be dealt with from the point of view of pro¬ 
ductivity. 

The President. Q .—You are in favour of a succession duty which you would 
graduate in the way shown in your answer to question No. 138? 

A. —Yes. 

Dr. Paranjfye. Q .—I do not quite understand how you desire to differentiate 
between the joint family system. Any member of the joint family can claim 
partition. In Bengal nobody can claim partition while_ the father is' living. 
In our parts, a son can claim partition while the father is living. In that 

case, the son has actually got a share, because he can get it at any time. In 

Bengal he cannot while the father is living. 

A. —I suppose then that the son ought to be taxed. 

Q.—In Bengal if a man dies and if he is the head of the family, the pro¬ 

perty can be taxed. 

A .—On his death. 

Q. —But if the manager of the family is one of the brothers, then there is 
a difficulty. 

A .—He mnst have a share in the family property. 

Q <—The other brothers are not the managers; they have in that case a part 
of the property which they can claim at any time by claiming partition; couldn’t 
you do it in that way ? 

A .—The tax will be imposed on the share of the dead man, not on the 
share of the others. Similarly, when a son dies while the father is living, 
the son had a share which' he could claim at any time in his lifetime. 

Q ■—You will have to assess some property twice over. As soon as an 
infant son is born, he actually becomes the owner of a certain amount of 
property. 

A.—We must make some provision for that. 

Q ‘—What do you think should be the minimum of exemption ? You are 
in favour of having two sets of duties, one on the whole estate left and the 
other a legacy duty. 

A-—As it is in England there is graduations, which is based on the amounts 
as well as the degree of relationship. I would not make any graduation outside 
the joint family. 

Q -—Supposing you are separated from your brothers; those brothers would 
be your heirs if you die without any children. 

A .—In that case coparceners should be taxed at a higher rate. 

Q •—Would you have many different classes of rates ? 
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A. —Two will be enough, one for the members of,the joint family and the 
other for those outside it; or one for those in direct descent and the other for 
collaterals. 

Q : —You say that the revenue from a tax on property should go to the 
province in which the property is situated. How would 'you determine that? 

A .—The succession duty on a property should go, in my opinion, to the 
province where the property is situated. 

<2.—If the property were situated all over India? 

A .—Each province will get its share of the property. 

Where would bonds be situated ? 

A .—That is an administrative difficulty which I suppose can be arranged; 
the bonds can be at any place. 

Q .—Would you allow varying duties In different provinces? 

A .—I do not think they should vary. What I felt was that already there 
is a good deal of difficulty created among the provinces as a result of the 
financial relations. 

Q. —What has been the cause of those difficulties ? 

A .—Some provinces feel that they are paying more. For example, Bengal 
contributes just less than half towards the whole of the income-tax for India 
and a good deal of the customs duty also. 

Dr. Paranjpye. Q. —The customs duty is paid at Calcutta, but obviously 
the goods are sold all over India. 

-4.—The whole of the jute export duty, for example, amounting to 3 to 4 
crores of rupees, is paid by Bengal only. I haven’t studied the question of 
provincial contributions, but Bengal and Bombay have been very badly treated 
in this respect. 

The President. Q. —You would, for instance, give to the Punjab the whole of 
the salt duty from the salt mines ? 

.4.—I wouldn’t mind if it is. 

Dr. Paranjpye. Q. —What about wheat exported from the Punjab? 

.4.—There is no export duty on wheat. 

They will claim to have an export duty for wheat which they exported 
to other provinces. 

A.—That will be bad no doubt; but I do not think there is any other way 
out of it. You must give the sources of income of Provincial Governments 
to them. 

The President. Q. —There are a good many other countries where you have 
Federal and State Governments. Do you know of any which operate on that 
principle ? 

.4.—In most other countries the Federal Government is fixed by constitution 
and when once it is fixed there cannot be any difficulty, whereas in India you 
have started on the wrong principle. Money is given in doles to the provinces. 

Q. —Is it not a fact that when a number of unitary States combine, one of 
the conditions of combination has been that the taxation affecting general 
trade should be the function of the Federal Government and not of any State 
' Government ? 

A .—Here you should divide, if you have no division. 

Q. —When unitary Governments agree together on a certain system, they find 
it necessary to make taxes affecting trades central : a priori , when you have 
a Central Government giving away these functions, you should apply the same 
principle. 

A .—If you have uniformity all over the country. You will find that land 
revenue as regards Bengal will only give you 44 crores for all time; in other 
places it may be increased. I do not object to this particular item. 

Dr. Paranjpye. Q .—Do you think that, if death duties are instituted, they 
ought to be at a common rate, although the yield should be handed over to 
the provinces ? 

8 
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A .—Yes, they should be fixed, collected and administered by the Central 
Government. 

Sir Percy Thompson. Q. —On what basis are you going to divide them 
between the various provinces’ 

A .—According to the property. 

Q. —Not according to domicile ? 

A. —But succession duties ought to go to the place where the property is 
situated. 

Dr. Paranjpye. Q. —Bonds may be supposed to be located anywhere? 

A .—Wherever administrative convenience will permit. 

Sir Percy Thompson. Q .—You seem to be very positive that the location of 
the property should be the determining factor in assessment. What is your 
authority for this ? 

A. —It- seems to me that it is only just to give the income from a property 
to the province where the property is situated. 

Q .— Have you seen the report of the Committee on double taxation appointed 
by the League of Nations? They take quite a different view from yours. 

.4.— If domicile is allowed, then the income from one province goes to 
another. Land essentially belongs to the province and ultimately a duty will 
have to be paid on it. 

Q .— Not necessarily; so far as stocks or shares are concerned, they do not 
come out of the land? 

A. —They can be transferred, whereas land cannot be taken out. 

Q. —The ownership of the land can be transferred. 

A. —In that case, the question of the division will be more complicated. 

Q .—Supposing I have my property in Bombay and a little bit in the Central 
Provinces, you may charge me an enormous rate on that little bit, simply 
because my total wealth, most of which is in Bombay, is large. If you are 
going to do that, surely the logical method would be to add up the properties 
and to charge the properties in any province at a particular rate. 

A. —How will it be divided among the provinces? 

Q .—The property in each province would pay its appropriate rate and the 
yield from that is credited to the province concerned. 

Dr. Paranjpye. Q. —The amounts may be credited to the provinces, and 
the extra amount due to the addition of the two properties may go to the 
Central Government. 

A. —That will be too complicated. 

The President . Q. —Have you read the extracts in the annexure to our 
questionnaire from the report of the Committee appointed by the National Tax 
Association to prepare a plan of a model system of State and local taxation? 
They say :— 

“We propose, therefore, a personal tax which shall be levied consistently 
upon the principle of taxing every one at his place of domicile for 
the support of the Government under which he lives : * a property 
tax upon tangible property, levied objectively where such property 
has its situs and without regard to ownership or personal conditions; 
and finally, for such States as desire to tax business, a business tax 
which shall be levied upon all business carried on within the juris¬ 
diction of the authority levying such tax.” 

What do you say to that as a method of division ? 

A _That will be a good method and I do not think it differs very much 

from what I have said, 

Q ._What about the business tax ? 

4 _There are business taxes and they would go to the province where the 

business is carried on. 
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Mr. A. E. MATHIAS, C.I.E., I.C.S., Financial Secretary to th» 
Government of the Central Provinces, was next examined. 


Written memorandum of Mr. Mathias. 

Q. 106. —I would accept the proposition that in the case of national or 
onerous services administered by a local body, the main criterion for levying 
the taxes necessary for such services is the ability to pay. I would not 
accept without qualification the proposition that in the case of local or 
beneficial services, the criterion for levying taxes necessary for such .services, 
is the measure of the benefits received. This latter phrase is vague and 
affords little guidance in assessing any particular tax. The benefits of a 
pure water supply for example may be incalculable. If on the other hand 
the measure of the benefits received is to be taken as the cost to the local 
body of providing the service, I consider that taxation should not neces¬ 
sarily be limited to the actual cost of the service to the local body; for 
example a good water supply, or a good electric light supply, may' for local 
reasons be produced very cheaply; in sucli a case there is no reason why 
the local body should not charge a rate in excess of cost of production^ 
based on the rates charged by other local bodies in areas comprising a popu¬ 
lation of similar taxable capacity. I would, therefore, qualify the second pro¬ 
position by suggesting the following principles of assessment :— 

(a) In assessing a tax necessary to provide for a beneficial service a 

local body should so assess the tax as to cover at least the total 
cost of such service. 

( b ) In considering the nature and incidence of the tax to be imposed, 

the local body should take into account the class or classes of 
the population likely to benefit most from the proposed beneficial 
service. 

(c) Where the beneficial service consists of the supply of commodities,. 

as for example water or electric light, the principle of assess¬ 
ment as between individuals should be the quantity of the* 
commodity supplied. 

2. Q. 107. —I consider the taxes included in schedule II to the Scheduled 
Taxes Rules are sufficient. For the reasons given in connection with ques¬ 
tion No. 106, I consider that taxes imposed in return for services rendered,, 
viz., water-rates, lighting-rates, scavenging-rate, drainage-tax, fees for the use. 
of markets should be compulsory. As Deputy Commissioner I have found 
that it is common for such services to involve Municipal Committees in a 
net loss and that there is the greatest reluctance to increase rates. 

3. Qs. 108 to 118. — Octroi. —There is little doubt that octroi duty offends- 
against most of the canons of taxation. Although under the rules, schedules 
of octroi are hung up in the octroi stations, many of those who pay octroi 
are illiterate and have to accept the rate stated by the octroi muharrir; the 
tax, therefore, offends against the canon of certainty. It also offends against 
the canon of economy of collection; a large staff has to be engaged to man* 
the various octroi outposts* and to supervise the work of the octroi muharrirsy- 
while octroi outposts have to be built and maintained. There is always 
grave danger of embezzlement by muharrirs and to ensure the maximum re¬ 
turn highly paid and efficient octroi superintendents and inspectors should in¬ 
variably be employed. It offends against the principle of convenience of time* 
of payment, because the duty has to be paid by the agriculturist or trader 
before his goods are sold. Octroi can be and is easily evaded by collusion 
with the muharrir, especially where the supervising staff is weak; in the 


• The cost of collection in Nagpur Municipality Is Bs. 83,000 against Bs. 4,79,000 collected, but in the. 
smaller municipalities it is proportionately higher. 
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same way fraudulent refunds can also be obtained. In those municipalities 
where head loads of straw, etc., are not exempt, octroi on this class of goods 
is frequently evaded by avoiding the roads on which octroi outposts are 
established. Chief among the opportunities of peculation by the staff is the 
power which octroi muharrtrs possess of holding up goods for hours at a time, 
if the owner is not prepared to accede to their demands. While 
we may allow due weight to the disadvantages of octroi^ duties, and they 
•are many, the case against this form of duty should not be over¬ 
stated. Western writers are apt to ignore the part which is played 
in India by custom, fear of loss of reputation and bargaining in the fixation 
of prices; supply and demand are not the only factors in determining prices, 
and it is not correct to say that the octroi duty even on necessaries is invari¬ 
ably borne by the consumer. 

4. Where the commodity is a staple export, c.g., wheat, the price is 
•determined by world conditions, and what is paid to the producer is roughly 
■export price minus cost of transport. As the commodity can be exported 
from stations where no octroi tax is levied, it is probable that in a munici¬ 
pality where octroi is levied the tax will be borne by the consumer. It does 
not follow that the tax bears hardly on the consumer. Where the tax is 
comparatively light and the cost of transport heavy, the actual price paid 
by the consumer may be moderate, and in fact much lighter than in other 
parts of the same province. For example, in Jubbulpore wheat is very much 
cheaper than in Berar. Due attention should be paid to this and in fixing 
An octroi scale, it is desirable, in taxing raw commodities which are neces¬ 
saries, to tax those produced in large quantities in the vicinity of the local 
body concerned. 

5. Where the raw commodities are not a staple of export and the muni¬ 
cipality is the main market, the octroi falls mainly on the producer. Again, 
where the margin between the wholesale price and the retail price is very 
large the octroi duty falls on the trader. For example, in Nagpur where the 
retail price of oranges varies between large margins according to the ignor¬ 
ance or inexperience of the buyer, while the wholesale price is fixed in 
proportion low on account of the expense of transport to the Bombay market, 
the octroi duty on local sales falls on the trader, and on exports, on the 
consumer in Bombay. 

6. Octroi duty on raw materials for manufacture falls either on the manu¬ 
facturer or the agriculturist and on imported goods (save where trade consi¬ 
derations interfere) on the consumer. 

It is clear from these considerations that octroi duty does not necessarily 
bear hardly on the poor classes; moreover, the rates fixed are so low that the 
effect on prices is very small. For example, in Nagpur the rate on grain is 
8 annas per cart drawn by two animals. 

7. It must be admitted that octroi has certain definite advantages. First 
it is a very old tax ; it is recognized by custom, it is acquiesced in and its 
disadvantages are discounted. It is moreover in the main paid by the 
trading classes in the first instance, who may be expected to be alive to their 
own interests and to take steps to minimize the inconveniences of the system 
Owing to the low rates fixed it does not bear hardly on consumers while it 
secures that those classes on whom a direct tax cannot be levied ’shall pay 
their share to the cost of the municipal advantages which they enioy Finallv 
it produces a large amount of revenue and is not easily replaced 


8. Terminal tax. The terminal tax is economically far more defensible 
than the octroi. It is collected through the agency of the railway on certain 
exports and imports by rail. It ,s thus easy and cheap to collect, and oites 
little opportumty for fraudulent practice. While octroi duty falls frequency 
on the producer in the first instance before he has an opportunity of sellin/ 
his goods, terminal tax falls on the trader or the consumer. Since the oon- 
agnee has in the majority of cases to pay railway freight, the tax satisfies 
tfm canon of convenience of payment, since it is clear# Convenient to pay 
both radway freight and tax at the same time. Recently, however, the rail 
vray authorities have mcreased their rates for collection, probably for 
reasons, from 3 per cent to 5 per cent with a minimum monthly payment 
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of Ra. 100. This in the case of the smaller Municipal Committees render?* 
the collection expensive. 

9. A distinct tendency has manifested itself to convert terminal tax into 
an octroi duty without refunds and to tax the country side for the benefit 
of the town. As an example of this I would refer to the proposal in one of 
our largest Municipal Committees to impose a tax at Rs. 2 per cart on all 
cotton imported or exported whether by rail or by road. Such a proposal 
would necessitate the maintenance of octroi post9 on the roads, with all the 
attendant possibilities of fraud and extortion. The tax would fall partly on 
the local mills, but mainly on the cultivator. This municipality being an 
important cotton market, agriculturists bring their cotton from long dis¬ 
tances—frequently from localities 100 miles away; they already pay wheel 
tax for the use of the roads and market dues for the use of the market r 
the proposed tax is in fact an attempt to relieve the residents of the muni¬ 
cipality of taxation at the cost of the agriculturist. Provided, * however, 
terminal taxes are fixed low and the system of collection such as to avoid 
the possibility of fraud, there is no objection on the ground of taxation of 
through trade. 

10. House and laud tax .—This tax ((which is distinctly unpopular) is 

entirely justified on economic grounds. So far as the owner is concerned, 

the value both of his house and land is increased by municipal improvements, 
while the occupier perhaps to a less extent also benefits. At the same tirae r ’ 
judged by the standard of ability to pay, it must be confessed that the tax 
is not as justifiable in India as in Europe. The size or value of a bouse is 

in Europe some measure of the resources both of the owner and the occupier, 

while it is not always so in India. The tax is levied in only two of the 

Municipal Committees in the Central Provinces and in nine in Berar. When 
levied, it is assessed at the low rate of 5 per cent to 7 per cent of the 

annual letting value. 

11. Economically the tax is a good one, but my experience is that there- 

is difficulty in assessing the letting value of the ‘house or land. To ensure 

that the tax is not evaded, it is in my opinion necessary to engage a special 
staff of well paid men to draw up the assessment lists. As a source of 

revenue, I consider the tax has great possibilities, but I am convinced that 
it will be difficult, if not impossible, to persuade local bodies to introduce 
such taxation on an adequate scale. No limit has been imposed by the Local 
Government on the amount of this tax. 

12. Under the Central Provinces Municipal Act the house and land tax 
is recoverable from the owner in the first instance; it may, however, be recovered 
from the occupier; in such a case, the Act provides that it may be deducted 
from the rent by the occupier. In spite of this provision there is no doubt 
that in the case of houses, the incidence of house tax is on the occupier. The 
incidence is not so clear in tlie cavSe of lands, which in certain circumstances, 
falls on the owner, as for example, where land is available in the vicinity of, 
but outside, municipal limits. The limit of house tax is very low; for example, 
in one municipality no tax is leviable when the amount would be under 8 annas, 
while in another the tax is not leviable on houses, the annual letting value of 
which is under Rs. 12. I am inclined to think that limit should be raised, 
since the collection of small sums is not easy and involves much time and trouble. 
At the same time at least in the larger municipalities. I would enhance the house 
tax substantially. 

13. Land cess .—As regards the land cess, I would refer the Committee to 
sections 48 and 49, Central Provinces Local Self-Government Act, which lays down 
the conditions under which the cess is recoverable from the landlord and 
tenant, respectively. The cess is recovered with the land revenue, is economically' 
justifiable, and satisfies the accepted canons of taxation. The cess of 6| per cent 
of the land revenue payable under section 48, Local Self-Government Act, 
is payable by the proprietor, and as rents are fixed by Government it cannot 
be passed on to the tenant. The additional cess payable under section 49, 
Local Self-Government Act, is payable by the tenant in the proportion laid 
down by sub-paragraph (?;) of that section. 

141 As regards question No. 113, I would point out that so far as land 
cess is concerned conditions in England and India are entirely different. la 
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India the main source ox provincial revenue is land. revenue; \n the Central 
Provinces land revenue is fixed in y part on a consideration of rents paid to 
the landlord; these rents (or revenue in the case of Government raiyats) are 
fixed for the term of settlement on a consideration of the soil, crops, prices 
and other agricultural conditions. To permit local bodies to enhance their 
rates without limit, would necessarily result not. only in a considerable dis¬ 
turbance of the land revenue administration but in seriously embarrassing the 
provincial finances. 

15. Tolls .—Tolls form an obstruction to trade and involve all the dangers 
•of peculation inherent in the octroi system. I see no justification for their 
maintenance on roads, and in fact they are not levied in this province. 
Where however the construction of a bridge is an urgent public necessity and 

^ local body cannot otherwise afford to construct, the levy of tolls on the 
bridge, when completed, to pay for the service of a loan incurred for construc¬ 
tion appears to me permissible. 

16. Grant8-in-aid. —Grants to local bodies in the Central Provinces may be 
divided into— 

(<A Grants for some particular work. 

(b) Grants for some particular service. 

( c ) General purposes grant. 

(a) This class of grant presents no great difficulty. The grant is 
made on a consideration of the importance and urgency of 
the work and the ability of the local body to finance it. The 
grant does not usually exceed half the cost of the work; 
if on the completion of the work it appears that the full 
proportion has not been spent, recovery is made. 

(A) Such grants are mainly made for educational staff and contin¬ 
gencies. -No definite single principle is followed in the 
Educational Department in making such grants. In the case 
of Anglo-Vernacular and Aided schools the grant is fixed at 
4 of approved expenditure. In the case of Municipal Verna¬ 
cular schools the grant is made as follows 

From the total expenditure on such schools, per cent 
of the net revenue of the municipality is deducted. Of 
the balance Government gives a grant equal to one-half. 
In District Council schools no principle is followed. The 
grant is made for 5 years on a consideration of local 
circumstances and there are cases in which the grant 
has actually exceeded the educational expenditure. 

In the case of grants for compulsory primary education, 
Government grants equal to half the expenditure are made. 

(c) This grant was until recently placed at the disposal of Commis¬ 
sioners, who on a consideration of local conditions allotted it 
to local bodies for certain specified objects—communications, 
education, etc. It has, however, been recognized that the 
distribution of this grant for particular forms of expenditure 
was in reality ineffective, since a grant under one head 
merely resulted in releasing an equivalent amount of the local 
bodies* own funds under this head for expenditure under 
some other head. The grant is now made by the Local Gov¬ 
ernment for three years (subject to the vote of the Council) 
and is not allocated to any specific purpose. The following 
matters are considered in distributing the grant:— 

(a) The financial condition of the local body. 

(5) The possibility of enhancing the revenue of the local 
body by additional taxation. 

(c) The needs of the locality. 
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The grant may be reduced during the three years of currency on the follow¬ 
ing grounds :— 

(a) That the local body has mismanaged its affairs. 

( b ) That it is extravagant. 

(c) That it has used any of the institutions under its oontrol or used 

its powers for purposes other than those sanctioned by law. 

17. I consider it to be quite impossible to lay down any one principle cn 

which grants should be given. In the case of particular works, it. is obvious 
that the circumstances of each case must be considered, the financial position 
of the local body and the urgency of the work. When the grant is made 

for a service, e.g., education, it is desirable that the grant should bear 
some relation to the amount spent on such service by the local body; the 
system pre-supposes that the amount of expenditure is some guide to the 
necessity of Ithe expenditure; unfortunately this is not true in India, where 
it may well be that the more backward districts where education is most 

needed, are least inclined to recognize its advantages or to spend money 
on it. At the same time there is much to be said for concentrating on 

extending education in those districts where its advantages are recognized, 
in the hope that the enthusiasm of such districts will prove contagious and 
spread to the rest of the province. It must be remembered also that the 
sources of revenue of Provincial Governments ire extremely inelastic and 
the only safe principle which can therefore be followed in determining grants 
for recurring expenditure to local bodies, is the ability of the provincial 
finances to stand the strain. On the whole T am inclined to think that it 

would be desirable for the Finance Department to intimate to the Educa¬ 
tional Department in the form of a sum to be recalculated every five years; 

the proportion of the normal revenue of the province which can be expended 

on grants to local bodies. No great difficulty would be experienced in work¬ 
ing out such a percentage, and the expenditure in other provinces and 
other countries could be taken as a guide. Since the growth of local bodies 
revenue bears some relation to the growth of provincial revenue, particularly 
in District Councils where the land cess is the main source of revenue, it 

would then be possible for the Educational Department to work out a definite 
principle on which such grants should be given in relation to the expenditure 
of local bodies with little risk of throwing an undue strain on provincial 
finances. Any hardship resulting from the application of the principle adopted 
should be mitigated by financial assistance in the form of a general purposes 
grant. The grants made by the Central Provinces Government to local , bodies 
stand to other revenue of local bodies in the proportion 33 : 100 and in the case 
of District Councils in the proportion 75 : 100. In England in 1918-19 grants 
formed 15 per cent only of the total revenue of local authorities. 

18. In . question No. 118. it is suggested that the efficacy of withholding 

or reducing grants depends on the existence of strong local opinion in 
favour of important local services and the enquiry is made as to whether 

such opinion exists in the case of education, sanitation and road mainte¬ 
nance. In my opinion the growth of public opinion on these matters of 

recent years has been most remarkable. In Berar in particular the interest 
in communications is widespread, and recently the local Government has 
received many telegrams from public meetings requesting provision in the 
budget for road construction and improvement. The interest in education 
is smaller but increasing, while sanitation is only now beginning to engage 
the attention of the educated classes and is ignored by the masses. Public 
opinion is inclined to remain dormant so long as Government assistance may 
be hoped for when difficulties arise. A striking illustration of this came to 

my notice recently. In the well-to-do town of Ashti in the Wardha district, 
the dispensary was in the charge of a Dispensary Committee, but the medical 
staff was provided by Government. In spite of many appeals the local resi¬ 
dents refused to contribute properly to its upkeep and the District Council 

also discontinued its grant. In the end Government withdrew the medical 

staff and the dispensary was closed. Within six months the Deputy Commis¬ 
sioner received an application for the re-opening of the dispensary • the 
^District Council guaranteed a grant of Rs. 700 and local residents collected 
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and deposited In the Bank Rs. 500 in support of the dispensary finances. T 
have no doubt that the grant of greater responsibility to local bodies and 
the removal of official control does tend to create a more effective public 
opinion in connection with local administration. But Government cannot divest 
itself of its ultimate responsibility for good administration, and where after 
extended trial it appears that a fair standard of efficiency cannot be ensured 
by the stimulus of local opinion, there should be no hesitation in re-establishing, 
official control- 

19. To sum up my suggestions in regard to local taxation— 

(а) I would make it compulsory to impose taxes in return for definite 

services rendered, sufficient to cover the cost of such services. 

(б) In imposing an octroi or terminal tax on necessaries, those necessaries 

should be selected so far as possible which are produced in quantity 
in the vicinity of the local body concerned. 

(c) A terminal tax is preferable to an octroi, provided that the rates 

are low and the burden of taxation is not unduly shifted from 
the town to the country side. 

( d ) I would recommend the imposition of house and land tax in all 

large municipalities, with a considerably enhanced limit of exemp¬ 
tion. A special staff should be employed for assessment. 

(e) Full powers of enhancement of land cess cannot be given to local 

bodies, since this would interfere with the revenue administration 
and adversely affect the provincial finances. 


Mr- Mathias gave oral evidence as tallows 

The President. Q .—You are Finance Secretary to the Government of the 
Central Provinces; you also undertake Local Self-Government? 

A.- Yes. 

Q. —Are you in charge of any other department? 

A. —The Separate Revenue Department, which includes income-tax, stamps and' 

excise. N 

Dr. Paranjpye. Q. —Were you the Secretary for the Transferred Departments? 
A. —I was Secretary for some of the Transferred Departments. 

Sir Percy Thompson. Q .—Are you dealing with stamps? 

A. —I have information about stamps. 

Q .—Do you recognize any stamp, whatever province the dues have been paid 

to? 


A. —Yes. 

Q. —Do you realize the duty on cheques which are drawn here? 

A ,—The Allahabad Bank used to get most of ites cheques from Allahabad and 
I think the Imperial Bank branches outside Nagpur get them all from Bombay or 
Calcutta. We do stamp cheques, but comparatively few. 

Dr. Paranjpye. Q. —Haven’t you got any local banks? 

A. —Yes, we have Bansi Lai’s Bank. 

Q .—Do you stamp their cheques ? 

A. —Yes, some of them. 

Sir Percy Thompson . Q .—Do you acquiesce in that position? 
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A .—I think we have no practicable remedy. 

The President. Q .—I suppose it is also possible that Bansi Lai buys all his- 
hundis from you and distributes them. 

A. —Yes, it is possible. 

Q. —Surely you can always get this duty by not recognizing stamps impressed 
in other provinces and having an appropriated stamp for your own province. 

A. —I think that was considered some time ago, but was dropped. The- 
question would affect all Local Governments. My recollection is that this question, 
was discussed at the Finance Member’s Conference with reference to the use of 
postage stamps for revenue purposes and as there was no unanimity on. the subject, 
it was dropped. 

Q. —Where a document which was valid in one province was not valid in 
another, it would lead to difficulty? 

A. —Yes. 

Sir Percy Thompson. Q .—A cheque which is drawn on a bank here is not 
liable to ftamp duty anywhere else; no other province can say it is entitled to 
the stamp duty on that? 

A .—You are referring only to cheques? 

Q. —Yes, the cheques are the grossest instance of the duty going to the wrong- 
province, Can’t you have an appropriated stamp for your province? 

A. —I think the banks would probably object. We have taken up this- 
question with the Agents, and have asked them to get their cheque books 
embossed in the C. P. with partial success. 

Q .—The position is exactly the same as between England and Northern 
Ireland. An English stamp would not be valid on a cheque in Northern Ireland. 

A .—From the financial point of view, the matter is not very important, because- 
the number of cheques issued on banks in the Central Provinces is very limited. 

Q. —Are not cheques very much used in these provinces? 

.4.—Not very much. 

Q .—Is there any other head of duty where the duty is likely to go to another 
province? 

A. —I think it is always possible to purchase stamps in any province and use- 
them here. 

The President. Q. —Where you have a number of companies operating here, 
the headquarters would be in Bombay? 

A .—Yes, that is a question which we took up in connection with income-tax. 

Sir Percy Thomqison. Q .—So far as the C. P. is concerned, you think it 
is only a matter of a few thousand rupees? 

A. —Yes, in regard to cheques. 

Q .—It is just a scramble for duty between the different provinces? 

A .—As regards the Central Provinces, it is not an important source of revenue- 
in practice, though in theory your argument is probably correct. 

Q .—It might be a matter of importance as between two provinces like Bombay 
and Calcutta. 

A .—I think it is convenient for the Banks in the larger provinces to have- 
their cheque books stamped where they have their head office for such province. 
The Imperial Bank at Calcutta would naturally get all their cheque books stamped' 
in Calcutta rather than at Bombay. 
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The President. Q, —Take the case of share transfers. You have many com- 
maercial concerns here whose shares are bought and sold. 

A. —We get nothing on them. 

Dr. Paranjpye. Q. —Is there a stock exchange in Nagpur? 

A.— No. 

The President. Q. —Is there not a movement for general stamps being made 
a central head? Do you think it practicable? 

A .—Provided that the division between the provinces can be worked out 
fairly reasonably. 

Q. —Have any of your increases led to decreases in the total collections? 

A. —Our Stamp Act, which was only passed two years ago, gave us last year 
roughly Rs. 10 lakhs. We expected to get 20 lakhs. In the case of Judicial Stamps, 
we received about Rs. 7 lakhs. On General Stamps, we got something over 3 lakhs. 

Dr. Paranjpye. Q. —It is no doubt due to the fact that there has been trade 
•depression recently. 

A .—Possibly so, in the case of General Stamps. 

The President. Q. —The stamp fees in the Judicial Commissioner’s Court are 
fixed by the Local Government? 

A. —Yes. 

Q .—Were they specially dealt with in your revised Act? 

A .—The increase in stamp duties in ftie Judicial Commissioner’s Court was 
not in every case in the same proportion as in the other courts. 

Q. —Why was that 7 

A. —That is a matter about which I will refer you to our Legislative Council. 
The increase proposed by Government was reduced by the Council in some 
■cases. 

Q .—Apparently the Judicial Commissioners have no powers under the Letters 
Patent. Is the legal interest very strong in the Legislative Council? 

A. —It was in the old Council. I do not know about the new Council. 

Q. —Does the stamp revenue more than pay for the service rendered as 
regards the Judicial Commissioners* Court? 

A .—It doesn’t pay as far as the Judicial Commissioner’s Court alone is con¬ 
cerned. Probably for the whole province, including the Judicial Commissioner’s 
Court, it does pay. The figures which I have obtained from the Judicial Com¬ 
missioner’s Court show that the Court-fees realised from the mufassal civil 
courts in 1923 were 33 lakhs of rupees, while the expenditure after providing for 
pensions and not including interest on capital cost of buildings was 30 lakhs. 
We were about 3 lakhs to the good. 

Q. —Have you reckoned the interest on account of all judicial buildings? 

A .—I would refer you to the statement on page 122 of the Provincial Re¬ 
trenchment Committee’s report which shows that the revenue from judicial 
stamps fell short of the cost of the judicial service by approximately 5 lakhs at 
the time the Report was framed. 

Q. —Was this after the Rill was passed? 

A. —No, it was before the Bill was passed. The figures which I have obtained 
from the Judicial Commissioner’s Court are for the calendar year 1923 and do 
not fully represent the effect of the Act; the revenue from judicial stamps in 
1923-24 show an increase of 11£ lakhs over the figures of the year on which the 
Retrenchment Committee’s report was based. As that report showed a deficit of 
5 lakhs only it is probable that the revenue from judicial stamps covers the cost 
of civil courts. 
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Q .—Your figures are for civil and criminal courts? 

A .—They are for civil courts only. 

Q .—What about criminal courts? 

^4.-1 have not got figures about them. On the whole it is probable that tja^ 
receipts cover the cost of the service, because as I have said we have a large 
increase in revenue. 

Q .—But the criminal courts will cost you more? 

A .—We increased the stamps on criminal complaints very heavily. 

Q *—By how much? 

A. —I cannot tell you off-hand, but we proposed to double them; my recollec¬ 
tion is that it' was slightly reduced by the Council. 

Sir Percy Thompson. Q .—You cannot expect the criminal courts to pay their 
way. Surely if a man is going to commit murder and you have to hang him, it 
will cost you some money. 

The President. Q .—Do any of your village officers do any civil work in village 
panchayats ? 

A. —We have a few civil panchayats; they do not relieve the courts of even 
petty suits. 

Q .—Do you pay for certified copies through stamps in these provinces? 

A. —We take 2 annas stamps on the application and then the applicant pay* 
-according to the number of words on the sheet. For 180 words, he pays 4 annas. 
.He actually pays in cash which is converted into stamps and affixed to the 
copies, lie produces his own paper which he buys from the Treasury. 

Q .—It comes into your stamp revenue? 

A. —Yes. 

Q .—Does that more than cover the cost of the service? 

A .—Not in the Judicial Commissioner’s Court. The figures are : income 
Bs. 9,800, expenditure Ks. 11,500. But in the whole of the civil courts in 1923, 
the income was Bs. 148,000 and the expenditure Ks. 138,000. 

Q .—You never had the system of copy stamp papers ? Would you advocate 
using that? 

A. —Not unless some particular advantage is shown to accrue from it. 

Q .—You get a uniformly good class of paper which has the stamp impressed 
on it, so that when the man applies for his copies, he files so many sheets of 
this paper and then you calculate the profit and loss account between the receipts 
on the copy stamp paper and the cost of copying. 

A. —Yes, for accounts purposes it may be advocated. 

Dr. Paranjpye . Q .—One copyist may write in large handwriting, while another 
in small. 

A. —Ye*. 

The President. Q .—Your paper is spaced so that you will get a uniform 
number of words on each sheet. I suppose you get practically all your copies 
typed. 

A. —Yes. 

Sir Percy Thompson. Q .—On page 275 of your written statement you say that 
you would not accept without qualification the proposition that in the case of local 
or beneficial services the criterion for levying taxes necessary for such services is 
the measure of the benefits received. The principle of assessment should be iht 
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quantity of the commodity supplied. In regard to a charge for water, the charge- 
should be in some proportion to the quantity used, not that it should exactly 
cover it. 

A. —Yes. 

Q. —You would also admit the principle of what the traffic will bear. You^ 
don’t charge the same for a. quantity of water supplied to a mill as to a house. 

A .—We do make a distinction in such cases. 

Q. —That is, you charge what the traffic will bear. Again, with reference to 
your statement on page 275, can you bring any pressure to bear on municipalities 
to make these services self-supporting? 

A ♦—It depends entirely on the influence of the District Officer. Some District 
Officers are able to get their municipalities to take action ; others are not. 

Q .—Would you enforce action by a reduction of grants? 

A.—Grants are much larger in the case of district councils than for muni¬ 
cipalities and to this extent greater pressure can be exercised. But if you cut 
your grant off, the net result will merely be to affect the financial position of 
the municipality adversely. It will not affect the members of the municipality 
at all, in the absence of strong public opinion. 

Q. —The municipality would be worse off if you did not give them a grant- 
in-aid. Why not cut off their grant for education? 

A .—That is a grant which it would be possible to cut off, but it would not be 
advisable to do so. 

The President. Q. —Would you make the house tax compulsory? It is- 
made compulsory by law in certain European countries. 

A.—I would, if the Legislative Council would pass it. 

<3.-1 am asking your individual opinion. 

A *—I would. 

Q .—Is there not an extraordinary provision in regard to district councils in 
the Central Provinces under which they can practically levy any tax they like? 

A. —Yes. 

Dr. Paranjpye. Q. —Haven’t they to get the sanction of the Local Government? 

A .—No. Section 51 of the C. P. Act says that, subject to the provisions of 
any law or enactment for the time being in force, a district council may, by a 
resolution passed by a majority of not less than two-thirds of the members 
present at a special meeting, impose any tax. 

The President . Q. —These extraordinary powers arise from the provision ?n 
the Scheduled Taxes rules regarding laws in force at the time the rules were 
framed * 

A.—When the Act was passed, it -was understood that there would be controL 
When the Act came to be interpreted, it was ruled that the law as it stood 
rendered Government sanction unnecessary. 

Dr. Paranjpye . Q .—When you say that the payment for these services should 
be compulsory, you mean that it should be compulsory £o an adequate extent to 
meet the cost of these services? 

A. —Yes, to meet at least the cost of these services. 

Sir Percy Thompson. Q.~— I gather that your general view w r ith regard to 
octroi is that it is an undesirable tax which cannot be got rid of. 

A. —Except by the substitution of a terminal tax. 

Q .—You say that a terminal tax is theoretically a better tax. I should have 
thought that theoretically it was a worse tax; administratively, it might be 
better. 

A .—It is economical to collect and convenient to pay and thus satisfies th*. 
canons of economy and convenience. Provided you keep the terminal tax low,. 
I do not think it is any obstacle to trade. 
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The President. Q .—Are you speaking of a tax on imports, or on imports and 
exports ? 

A .—Tax on either imports or exports. Provided it is kept low, I do not 
think it is any obstacle to trade. 

Sir Percy Thompson. Q .—Would it not operate against a ginning industry 
being started within a town? 

A.—Not provided the terminal tax was kept low enough merely to cover the 
services rendered to the cultivator in the matter of provision of roads or of a cotton 
market. The highest rate in the Central Provinces works out about 12 annas 
for a cart of unginned cotton, which is a fair charge for the markets and roads; 
in fact it is about what is paid in Nagpur (where there is at present no terminal 
tax on cotton) by way of wheel tax and cotton market dues. 

The President. Q. —Poes a great deal of cotton go for ginning direct to 
Bombay ? 

A. —No. 

Dr. Paranjpye. Q. —Some Khandesh cotton come to you for ginning from 
the Bombay side. 

A. —Probably, but 1 couldn’t say off-hand. 

Q. —Berar cotton has a better reputation than the Bombay cotton. 

A .—Cotton comes to Nagpur from as far as 200 miles north, in order to get 
the benefit of classification. 

Sir Percy Thompson. Q. —Is any octroi levied at any town where there is 
no railway station? 

A .-—There are towns where octroi is levied and where there is no railway 
station. Take, for instance, Bhandara. 

Q. —It will be impossible to replace the octroi duty in such places! 

A .—You could not replace it. 

The President. Q. —You would impose a terminal tax where there is a railway 
station ? 

A. —Yes. But the rates should be low and not higher than the services render¬ 
ed justify. Otherwise it appears to me that the burden of taxation will be 
thrown on the country side. 

Q .—A terminal tax can be imposed on road traffic. 

A .—Y es. 

Sir Percy Thompson. Q .—It will be subject to all the abuses of the present 
octroi. 

A. —Yes. But municipalities would probably support it because it throws the 
burden of taxation on the country side. 

The President. Q. —What would you say to district councils being allowed 
to impose a terminal tax at railway stations? 

A. —I should be against it. 

The Maharajadhiretja Bahadur of Burdwan. Q. —Are not these rates revised 
by the Local Government from time to time? The municipality has a scheduled 
rate and at a fixed period they send their rates for revision. 

A.—Not at any fixed period. Whenever a Municipal Committee wants mote 
money of if it thinks that the tax bears hardly on any particular class of indi¬ 
viduals, it sends proposals for revision and the proposals have to be sanctioned 
by Government, They may be sanctioned or modified or sent back for reconsi¬ 
deration. A terminal tax by district councils would, I think, be an intolerable 
ta$ on trade if adopted. 

Dr. Hyder. Q .—You make the statement that “it is not correct to say that 
octroi duty even on necessaries is invariably borne by the consumer.” By whom 
is the octroi duty borne? 

A. —It depends on what is meant by necessaries; I suppose you refer to 
.rice, wheat, jo war. 

Q.—These are articles consumed by people living in the municipality. I 
think probably the bulk of these people are poor. 
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A.—I think I have said that in the case of necessaries, as for example wheats 
the price paid to the agriculturist is the export price less transport costs and* 
that necessarily therefore, if the price is limited to that, any sale within the 
municipals y where there is octroi must be paid for by the consumer. 

The, President. Q .—I don’t quite see how that works out. Suppose ‘X* is the* 
cost of production and ‘Y* is the world price. A consignment of wheat that goes 
to Bombay by rail without going through an octroi town leaves a profit of Y—X. 
A similar consignment that goes through an octroi town would still sell at Y, 
but it has got the added charge for octroi. 

A. —T don’t quite follow. If the consignment will fetcli Rs. 50 on export to 
Bombay, all that the purchaser can afford to pay will be Rs. 50 minus the cost of 
freight, say Rs. 45. If that is the local rate and you import into a municipality,, 
you have to pay Rs. 45 plus 8 annas octroi, surely that 8 annas will be borne by 
the consumer. 

Q .—You will have two prices in the same municipality; one for what is going 
to be consumed locally and the other for what is going to be sent to Bombay. 

A .—With octroi you get a refund. If a man sets up his business in a place 
where there is a terminal tax, it will be borne by the trader. 

Q. —Sometimes it is put back on the cultivator, is it not ? 

A .—In some cases. 

Dr. Hyder. Q .—Take the case of those people who bring vegetables to the- 
market within a municipal area. All the people who supply that particular area 
with vegetables have to pay the octroi. The question is : who hears this octroi ? 

A.—This is a question of bargaining. If the local men say that they are not 
going to pay- this extra amount, where is the market gardener going to take his 
stuff to ? In this case, after many hours of bargaining, a part at least of the 
octroi will be thrown on the producer. 

Q .—You say they will have to divide it in some proportion? 

A. —It may be so, but on the other hand, commodities of this sort are very 
often dealt with by a few men or perhaps even by one man who control the 
majority of shops or stalls inside the town. If the market gardener outside -he- 
town proposes to put up the pc ice, it seems to me that it is probable that the 
octroi will be thrown on the producer. 

Q *—This is a special case where the stuff will perish. Would that apply to 
jowar , rice etc. ? 

A .—-It will not apply to jowar. It is hardly in the same category as market 
garden produce. 

The President. Q .—Among the advantages of this tax, you refer to the fact 
that it secures that those classes on whom a direct tax cannot be levied shall, 
pay their share of the cost of the advantages which they enjoy. To what classes 
do you refer? 

A. —I was thinking of the labouring or artizan classes, e.g ., mill hands. 

Q. —Not the traders or middlemen ? 

A. —No. 

Q -—-What is the nature of the wheel tax you refer to? Is it a kind of toll on 
carts coming from outside? 

A ,—I think the rate is 3 pies every time a cart comes in. I am not sure and 
should like to verify the point. It is in the nature of a toll. 

Q •—Haven’t you got the usual exemption for farm carts? 

A —Where a terminal tax on cotton is levied, the cotton carts are usually 
exempted from this wheel tax. 

Sir Percy Thompson. Q .—As regards the house and land tax, apparently, 
you think that it is right that the tax should be levied on the owner ? 

A .—Yes, I think it is. 

Q .—But surely it is the occupier who directly gets the benefits. 

A.—If you consider that the value of house property depends to a great ex¬ 
tent on the improvements made and public services rendered by the municipality,, 
there is some justification for throwing part of it on the owner. 
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(>.—rBut so far as the tax which is based on utility is concerned, it is the- 
©ccupier who gets all the benefit; is it not unfair to make the owner pay for it? 

A. —I had in mind cases in which a municipality might lay out a park, in 
which case all residential buildings in the vicinity would at once increase in value. 

In practice however it is usually the occupier who pays and although the local 
Municipal Act distinctly lays down that house tax should be charged to the owner 
that does not prevent the owner from passing it on to the occupier by raising 
the rent. 

Q. —You are referring to paragraph 12 of your written statement where it is 
said that “it may be recovered from the occupier; in such a case, the Act pro¬ 
vides that it may be deducted from the rent by the occupier.” 

A. —Yes; the intention of the Act was that the tax should be collected from 
the owner. 

Sir Percy ThompsonQ .—You say that the intention of the Act is to make 
the owner bear the tax ? 

A .—Yes, but in actual practice it does not work in that way because the 
owner merely enhances the rent and the incidence of tax falls on the occupier. 

Q .—Suppose you have a tax where there is plethora of houses? 

A .—This is not the case in the Central Provinces. 

Q .—For instance, we have heard it, said that there are plenty of houses in 
Benares which can hardly be let? 

A. —I do not know if that is so. 

Q .—In that case the house-owner has to pay? 

A .—Quite so. 

The President. Q .—If I understand it rightly, we were under the impression 
that this house-tax is^ levied in great number of municipalities? 

A. —No. The column in the municipal statements does not distinguish between- 
the house-tax and haisynt tax or tax on circumstances. It includes both. House 
tax is in force in Khandwa in the Central Provinces and some nine places 
in Berar. 

Q .—Is there any land tax? 

A ,—I do not think there is any. I would not like to say so definitely without 
verifying the fact. 

Q .—What is the difference between the tax on circumstances and the profession 
tax ? 

A .-—Profession tax is usually assessed on income much like an income-tax. 
The haisyat tax is assessed in the Central Provinces in this way. The total 
amount to be recovered is first fixed; the - inhabitants are divided into classes 
according to circumstances; to the persons in each class are assigned a certain 
number of units, those in the highest class having the most units; the total sums 
to be recovered is then divided by the total number of units. This gives the 
rate per unit, and the individual is then assessed according to the number of 
units assigned to him in the classification. 

Q. —Have you got cfcowkidari tax in this province? 

A. —No. 

Q .—How do you pay your village police? 

A. —Do you mean by village police, village hotwals ? 

Dr. Paranjpye. Q. —You have police patels? 

A. —We have no police patels. We have jaglias in Berar who are remunera¬ 
ted by a cess in a special form. 

The President Q. —Special cess levied on land? 

A. —Yes. 

Q .—In the Central Provinces, how does it work? 

A. —They have a special cess called hotwals ’ cess. In some cases the koiivals 
get free land also. 

Q .—Does this come into the accounts ? 
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A .—The jaglia cess comes into account. It was introduced only ;"wo years 
ago. 

Dr. Paranjpye. Q. —That was in replacement of baluta , is it not? 

A. —Quite right. 

The President. Q. —You fix the haisyat tax in a lump sum, on what basis it 
is fixed? 

A. —According to the needs of the local body and subject to a maximum, and 
minimum in individual cases. In practice it is not varied from year to year and 
a variation requires the Local Government’s sanction. 

Q .—Is it not earmarked for any particular purpose? 

A. —No. In practice it is usually assessed by small municipalities. 

Q .—You advocate a special staff to assess house-tax? Have you any idea of 
that work being done by an Extra Assistant Commissioner? 

A. —I know of no such case. 

Q .—Do you regard it as a satisfactory way? 

A. —Ye^. It will certainly increase the receipts. 

Sir Percy Thompson. Q. —Would the local bodies object to that or they would 
welcome it? 

A. —I think, the local bodies as a rule object to any outside interference. At 
any rate in the present political situation they will do so. 

The President. Q. —Do you regard it as a sound principle of administration? 

A. —It is most desirable that all taxes should be collected by an independent 
body. 

Q .— Are you acquainted with the Calcutta practice? They have an official 
valuation. The local body has no concern with it. 

A. —I am not acquainted with it. 

Q .—You refer to the minimum of the house-tax. You think it should 6e 
raised ? 

A. —Yes. 

Q. —Does not that depend very much on the nature of the valuation? If yoq 
•have got a low valuation, what will you do? 

A. —My opinion was given on the assumption that the valuation is correct. 

Sir Percy Thompson. Q. —Even if it was thought right that the house and 
land tax should be borne by the house-owner, we are told that it is most difficult 
to collect it from the occupier. Do you think so? 

A. —If you have a very small minimum I,think rE is difficult to collect; but 
if the minimum is raised, with a good staff there should be no great difficulty. 

Q.—In paragraph 13, you say, “to permit local bodies to enhance their rates 
without limit would necessarily result not only in a considerable disturbance of 
the land revenue administration but in seriously embarassing the provincial 
finances”. Do you think that land-revenue in this province is very low? 

A .—In parts of some districts the land revenue is high, but generally it 5s 
low r , especially in the south. 

Q .—You cannot increase the land revenue during the currency of settlement? 

A. —No. 

Q .—But the local body can raise its land cesses. 

A. —Yes. 

Q. —Without any limit? 

A. —No, not without any limit. 

Q .—T think section 49 of the Local Self-Government Act gives power to raise 
the additional cess? 

A .—Yes but subject to a limit and with the previous sanction of the Local 
'Government. 

Q .—You are no doubt acquainted with the Bengal Retrenchment Committee’* 
Report? 
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A .—I have read it. I don’t think I remember the recommendations in any 
detail. 

Q —One of their chief recommendations was that owing to the low lard- 
(revenue, the local body should take over some services and pay for them by in¬ 
creased cesses? 

.4.—They have a fixed land revenue in Bengal but we have here a land- 
revenue subject to periodical revision. The remedy seems to me that Government 
should increase the land-revenue and not hand over services to the local body. 

Q .—You just now said you cannot increase it during the currency of settle¬ 
ment ? 

A. —No. We are handicapped as to the time of making enhancements. I 
quite agree to that extent. Theoretically land-revenue should be increased as- 
ihe value of land increases, but there are practical difficulties in the way.. 

Q .—Is it not practicable to hand over some services to the local bodies, the 
cost to be met by imposing cesses? 

A .—If the local body is competent to undertake them, which is not always the- 
case. 

Q .—You have tolls in your province? 

A .—We have practically no tolls on roads. 

Q .—But you have quite a number of ferries? 

A.—-Yes, we have a number of ferries. 

Q .—Are the receipts earmarked for the puqpose of constructing bridges ? 

A. —No, they arfe not earmarked. The tolls on ferries are levied largely by 
the Public Works Department, though there are also district council ferries. 
Under the Northern India Canals and Ferries Act, we are bound either to hand 
over the proceeds to the district councils or spend them on certain objects c.f 
utility for the use of the local inhabitants. 

Q .—Does it not amount to this ? You fail to bridge a river and the unfortun¬ 
ate passenger has not only to cross the barrier provided by nature, but you take- 
a tax from him for the temporary convenience provided to him. Your charge 
is in excess of the cost of the boat; then you are taxing him? 

A. —Yes, you are taxing him. 

Q .—Is that a sound policy? 

A .—It is not, but the local bodies in this province make little profit and 
sometimes incur a loss on these ferries. 

Dr. Hyder. Q. —I see in the report a figure of Rs. 44,000 against this. Do you 
think that the expenditure exceeds the receipt? 

A .—You refer to the municipal report; the figure has no bearing on the ques¬ 
tion 'of ferries. The figure refers to the tolls levied by the Akola municipal 
committee on a bridge. The idea was to finance the loan foe the bridge. 

Q .—Will you please tell us what is meant by satta and jaglia cesses? . 

A .—Here it refers to the pilgrim tax. I do not know why the term ‘ satta* is 
employed. The satta, properly speaking, is a tax on cotton futures. Here it 
refers to the pilgrim tax which has been imposed in Ramtek two years ago. The 
jaglia cess is a cess levied in Berar for the watchmen of the villages. 

Dr. Paranjpye. Q .—Have you taken any step to deal with the cases in which 
the grants for education actually exceeded the expenditure? 

A .—I think the Director of Public Instruction is considering what action 
should be taken. 

The President. Q .—Have you ever considered the question of making over 
soirte taxes to the local bodies; giving them powers to tax entertainments, impose 
a surcharge on stamps or letting them have license fees on liquor shops?- 

A .—I think the answer depends on which of these powers you propose to give 
them. Generally speaking local bodies ar© \averse to introducing new 
taxation. 

Dr. Paranj'pye. Q .—Have the municipalities ever asked for any tax on land 
transfers within their limits? 

A. —No. 
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G.—You have’ never considered the alternative of larger taxing power for the 
local bodies instead of giving them a share? 

A. —I think the municipalities have already got sufficient taxing power*. 
M^y own personal opinion is that if they really have a proper assessing and 
collecting staff their powers of taxation are already sufficiently wide to meet 
their needs. I refer mainly to municipalities, as the revenue of district councils 
is not as elastic and is already largely collected by Government agency. 

Q. —Your educational cess is going to be something of tho nature of 
haisyat ? 

A. —Yes. That is so far as the non-agriculturist cess is concerned, 

Q. —Who is going to assess it? 

4.—Well, there are difficulties in assessing it. In the Act it says it is to 
be assessed by the Tillage Sanitation Panchayat where one has been constituted. 
Where there are no panchayats, the tax should be assessed and collected by 
the district council or its representatives but difficulties arise. The local 
bodies in Berar want Government to recover on their behalf, but Government 
considers this duty falls primarily on local bodies and that the existing land 
revenue staff cannot undertake this additional duty. 

Q. —Is it quite sound? 

A. —Quite sound to this extent, that a local body should not be permitted 
to transfer the odium of assessing or collecting a new tax on Government. The 
matter is different if Government undertakes the collection of all taxes of local 
bodies. But a district council should not be allowed to pick and choose and 
say they will collect one tax and Government another tax. * 

Q. —Have you considered the idea of having contracts with them, something 
of the nature of the old provincial contracts? 

A.— : You mean as substitutes for grants-in-aid. Most of our grants-in-aid 
are assessed for five year periods. That is practically a contract. 

Q .—May we now go to the supplementary memorandum? We have asked 
your opinion in the matter of determining the proportion borne by the general 
taxpayer of the cost of local services. We have found it very difficult, on a 
consideration of the replies of Local Governments, to arrive at any standard of 
comparison on the basis of percentage of grants to expenditure, and it appears 
to us that the only way of arriving at a satisfactory comparison is to take the 
.percentage borne by the expenditure of the 'local bodies to the total cost of 
certain specified services. For the matter of that we find in one province all 
the roads are run by the local authorities and in another province the roads are 
'run by the Government. What we want to arrive at is the percentage of the 
total cost of certain services which we should be able to specify for all the 
provinces, getting the comparison of the extent to which the local bodies bear 
their own charges in different provinces. The only way seems to be to take the 
whole cost of the services whether it is incurred by Government or by local 
bodies and take the percentage on the taxes collected by the local bodies. 

A. —What about the grants? 

Q .—We will wipe out the grants altogether, we will simply say, so many 
lakhs is spent and so many lakhs is contributed. In that way we should be 
:able to arrive at the figure the general taxpayer is paying for special services. 

A .—I think the plan is sound enough I do not see any other way. 

The President . Q .—Can you give us any help as to the division of the pro¬ 
ceeds which you will find at the end of our questionnaire. Professor Seligman 
recommends the combination of three methods. We have nothing to do with the 
Meston Settlement. We are only trying to find out how far the plan suggested by 
Seligman is practicable. He suggests five methods out of which he condemns two 
and takes only three, i.e., tax assessed by the Central authority with additions for 
local purposes, the separation of the sources of revenue and the division of Ihe 
yield. He suggests the condonation of these three Can you tell us if it will 
suit your province? 

I will put it in another way. 

Would you suggest that land revenue should be provincial? 

A. —Yes. 

Q. —Customs? 
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A. —It should be Imperial. 

Q. —Then what method out of these three you would apply in the case of 
Sncome-tax ? 

A „—Income-tax in this province is of very little importance. 

Q. —I mean, theoretically? 

A. —Theoretically I would say that income-tax must be collected by the 
central authority. I do not think it is possible to collect by any provincial 
authority. 

Q. —Is it possible for such an authority to divide the yield. The Central 
Government will say what they want and each provincial Government will 3ay 
what they want. 

A. —There would then be several Governments each clamouring for a certain 
share. Will it not be extraordinarily difficult to assess your income-tax before¬ 
hand if a Provincial Government wants such and such a share and the Central 
•Government wants such and such a share. 

Q .—I am not suggesting a share. Supposing the Central Government says 
it wants 2 annas in the rupee, and one Local Government says it wants one anna 
and another says two annas, will it be possible? 

A.— I think it will be extraordinarily difficult. 

Q .—Would it not be possible to arrive at any satisfactory solution by divid¬ 
ing the yield between the Central Government and the Provincial Governments 
as you do in the case of companies situated in Bombay and the Central Provin¬ 
ces? You are dividing the income-tax between the two provinces in the case of 
companies ? 

A .—I do not understand on what principle you propose to decide the 
proportion. 

Q. —You have arrived at some proportion with regard to income-tax levied 
on companies? 

A. —Yes. But here again there are grave difficulties. Bengal gave one pro¬ 
portion and Bombay another. The proportion is arbitrary and the larger province 
has the advantage in bargaining. I think it will be difficult to arrive at any 
fair proportion. 

Q .—Would it be impossible to appoint a tribunal like the Central Board of 
Revenue which would settle the proportions, varying from year to year? 

A. —There will be tremendous heart-burning in the provinces. 

Q .—I am suggesting that there should be an independent body which would 
be able to arrive at some sort of justice. 

A .—I doubt whether it would be practicable. 

Sir Percy Thompson. Q. —Supposing you get over the difficulty. What will 
you do for income-tax on Government securities deducted at source? 

A. —I think there will be difficulties. People living in Nagpur do not 
necessarily keep their scrip in local banks. They will probably keep it m 
Bombay or Calcutta. 

The President. Q. —So you think it impossible to do anything in the case of 
income-tax to have the separation of sources? You must leave it purely central? 

A. _Yes; I think so. You may give a division of proceeds, as you have now. 

Q. —The pie rate? 

A. —Yes. 

Sir Percy Thompson. Q.— Is there no difficulty in that system? 

A. _There is no particular difficulty in arranging that provinces should get 

a share. .But the share varies from year to year. 

Q — You see no difficulty in arranging to get a share? 

A. _That is, if the Government of India levied, say, Re. 0-1-6 in the rupee 

on the average, I see no objection in arranging that 1 pie of this should go to the 
province. 
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The President. Q. —You think that No. 4 of the methods (Q. 147) could be- 
applied to income-tax? 

A .—Yes. There would have to be an arbitrary settlement between the- 
central Government and the Provincial Government and the share may be in¬ 
creased proportionately according to the yield. 

Q. —Do you think it would be possible to arrive at a decision which would 
be accepted by the provinces ? 

A. —I think an arbitrary division would be possible. Of course few 
provinces would accept the decision. They will stand out for more. 

Q .—You think it preferable to leave the whole thing Imperial? 

A ,—It will still be Imperial. 

Q .—You allow that money to be spent on Imperial purposes? 

A »—I think there is great need for elasticity in provincial revenues, but 
don’t see how you are going to get it by any practicable system of division of 
proceeds. Our trouble is that we cannot get elasticity. On the contrary when 
we most need the revenue, as in famines, we get the least revenue. 

<2.—In other federal countries you have got, generally speaking, two income* 
taxes, the State and the Fedei’al income-tax. 

A ,—Exactly; how do you propose to arrange for a provincial income-tax? 
Is that to be collected by the provinces? 

Q. —The general idea is that it is very undesirable to have two income-taxes. 
But where you retain the two, the tendency is to start collection of both by 
one staff. That is the proposition I first put to you. The central Government 
says ‘ we want so much and the Provincial Government will say ‘ we want 
more*. 

A .—You mean that the Central Government will put on a rate say at Re. 0-1-6 
and the Provincial Government will say * we impose a super-tax in addition at 2 
pies in the rupee ’ ? 

Q. — Each Government would introduce an annual Finance Bill and in it 
would fix the rate of the tax. 

A. —Yes. 

Q. —That suggestion is item No. 2. Otherwise if you have a fixed rate and 
fixed method of division, one province might get much more than it needed. 

A.— Yes. 

Sir Percy Thompson. Q. — Supposing the Central Government said ‘ we are 
going to have an anna ifl the rupee ’ and the Provincial Government, * we will 
have half an anna in the rupee ’ and the Central Government assessed and' 
collected at 0-1-6 in the rupee and handed over half an anna to the Provincial 
Government. What would be the administrative difficulties? Suppose I am a 
salaried official. At present the Central Government assesses me on that salary 
at a certain rate and collects so such money from me. But I may have some 
shares in a Bombay cotton mill on which income-tax is deducted. Would you not 
make a further assessment on the profit I get in the Bombay mills? 

A .—So far as I see, there would not be any great difficulty. The income- 
tax department would take the tax on your income in the Central Provinces at 
the Central Provinces rate and your combined income including that from 
Bombay will be assessed at the other rate. Even with the income-tax deductec 
at the source, I do not think there will be any particular bother. Because, 
for instance, the Central Provinces Income Tax Commissioner would not be 
concerned with the deductions on the other source of income, say on the shares 
held in Bombay. 

Q.—' That is what he should be concerned with. The Central Provinces 
Government wants half an anna in the rupee on the total income. 

A —The position is exactly similar to a person in the United Kingdom hav¬ 
ing income in India. 

Q. —But he is assessed on it. 

A. —Is he? Then there is a difference between the English and the Indian 
income-tax system, because in India the income is not liable to tax unless it is 
brought to India, so if you follow the same principle in regard to provincial 
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taxation, the proposal would be feasible. Otherwise there would be difficulties, 
other provinces might claim, as at present, on the ground that the income was 
earned in such province. 

/ Q. —With regard to Excise,* what would you say to giving the Central Govern- 
ment a basic rate, say the first five rupees on a gallon! 

A. —What about those provinces who desire to prohibit entirely! 

Q .—You would have to allow that. 

A .—Then where will the five rupees go? Will the Central Government consent 
to lose it? 

Q. —Yes. Suppose you have a population entirely prohibited from drinking 
on account of caste. The idea is to spread the basis of division evenly to give the 
provinces and the Government of India a share, so that no province should 
benefit by reason of its special circumstances and vice versa. 

A. —In what way exactly will the proposal affect the amount of excise duty 
in any one province? 

Q. —I do not say it need affect it at all. The Government of India would fix 
its basic duty and the provinces would add to that as much as they please, 

A. —The idea is to give the Government of India the power to ^fix any 
amount they like. Will that not lead to some trouble? Does it not mean that 
the Government of India will necessarily exercise influence over the excise 
policy? If the power is vested entirely with the Government of India, it is 
possible that*they might use this basic rate in order to enforce a definite policy, 
say, complete prohibition of opium, which might cause great hardship to the 
people and not be acceptable to the province. It seenls to me that the Govern¬ 
ment of India might pass financial measures affecting the provincial policy in 
regard to liquor or drugs which would be entirely unacceptable. 

Q. —To get over the trouble about locally-made foreign liquor, what would 
you say of making the revenue imperial so as to avoid the temptation of the 
provinces to substitute locally made whisky for imported whisky and so on? 

A .—There is certainly rivalry between the Central Government and the 
Provincial Governments in this matter which such a proposal would eliminate. 

Q. —What do you say about a tax on tobacco? 

A .—I think any proposal to tax tobacco is hardly practicable at this stage. 

Q .—Why ? 

A —Because it is cultivated in every odd corner and it is difficult to prevent 
its cultivation, 

Q. —Suppose you sell the monopoly of vend in definitely marked areas and 
the cultivator sells to the monopoly vendor ? 

A .—I think it will be difficult to enforce that. 

Q .—But it is managed with considerable success in Xravancore, Patiala and 
other places. 

A. —Perhaps they have got a more bureaucratic form of Government than we 
have. 

Q. —What do you say about the succession duty? 

,4.—In this province the people have not yet got out of the habit of burying 
money underground and if we impose a succession duty it is bound to drive all 
the money underground. 

Q .—Was it not discussed by your Government? 

A .—It has been discussed by the Government and their conclusion was that 
it is not practicable. 

Q .—About stamp duties, I think you agree that it is much better that general 
stamps should be centrally administered ? 

A .—If you work out a fair division of profits, yes. But seeing the difficulty 
and the time occupied in deciding similar questions it may not be so easy. 

Q .—Do you prefer the present division of taxes between the Imperial and 
Ihe Provincial Governments. 

A. —On the whole, I think it suits this province very well. 

Dr. Paranjpye. Q. —Favourably too? 

A. —Perhaps. 
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14th February 1925. 

Nag-pur. 


Present : 

Sir Chabj.es Todhunter, K.C.S.I., I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I., I.O.M., Maharajadhiraja 
Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Bao Sahib G. N. SAHASRABUDHE, B.A., LL.B., Pleader, 
and Member of the Advisory Board of Industries, Central 
Provinces and Berar, was examined. 


Written memorandum ol Rao Sahib Sahasrabudhe. 

Prefatory Note . 

I am a pleader practising at Ellichpur, Amraoti District, Berar, for the* 
past 40 years. Besides the profession, I have served the public in various 
capacities. I was an Honorary Secretary of Co-operative Stores in 1886, and 
was a member of the Indian National Congress till 1915. I worked as Honorary 
Secretary of the Ellichpur Civil Station Municipality for 8 years and then was 
Vice-Chairman of the same Committee for 18 years. I was also a Chairman 
of the Nutun General Library and Vice-President of the Recreation Lodge. 
Ellichpur. I was also President of the Board of Directors of the Berar Match 
Manufacturing Company Ltd., Ellichpur, which has unfortunately proved to be 
a failure. I was examined as a witness by the Indian Industrial Commission 
in December 1916 at Nagpur and was also examined as a witness by the 
Indian Fiscal Commission on 28th February 1922 at the Secretariat, Bombay. 

I have been appointed a member of the Advisory Board of Industries, Central 
Provinces and Berar, by the Central Provinces G-overnment in 1921 and I am still 
working as a member of the Board. I am studying the question of the indus¬ 
trial development of India for the past quarter of a century. I am a land¬ 
holder and generally lease out the fields to other people. 

Backed by this experience, I am inclined to help the Committee as far as 
possible by putting in a written statement in answer to the elaborate questionnaire 
prepared by the Committee. The public are really indebted to the Committee 
for the troubles taken in collecting the various sort of information and statis¬ 
tics not only for India but even for other big countries of Europe and America—' 
which was greatly needed and which has been of greatest use to the gentlemen 
who wish to answer the questionnaire. 

The question of Indian taxation is a very complicated and intricate ques¬ 
tion and requires overhauling from every point of view. The questionnaire* 
is a comprehensive one and one is puzzled to think of answering all questions 
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which involve the subjects of various complicated nature. By analysis of the 
questionnaire it seems that it covers the following subjects all connected with 
the political economy of the country. They are as follows : 

1. Wealth and poverty of India. 2. Economic conditions of villages. 
3. Tax on agricultural income. 4. Land revenue. 5. Municipal and' 
District Board taxes. 6. Excise duties. 7. Stamp, Court-fees and 
Registration fees. 8. Salt tax. 9. Liquor tax. 10. Tax on tobacco. 
11. Tax on minerals. 12. Grants by Government. 13. New sources 
of taxation. 14. Succession or death duties. 15. Division of taxes 
between Federal and State Governments. 16. Direct and Indirect 
taxes. 17. Export and Import taxes—(national). 18. Experience 
of administrative officers to determine certain taxes. 19. Whether 
taxes imposed in other countries will be suitable to the conditions 
of India. 20. Principles of fair income-tax, etc. 

All these subjects require a deep study and experience and it is not possible- 
to answer all questions and the Committee is quite right in saying in the 
prefatory note that it is not intended that all or even a majority of questions 
should be dealt with by the people who wish to answer the questions. India 
is a country full of various sorts of religions and races and sects and communi¬ 
ties full of ignorance which blocks every progress, and even the administrative- 
methods of Government as regards census are not so accurate as they are in 
foreign countries. It is very difficult to arrive at a scientific and most accurate 
conclusions—as regards production and consumption and wealth of the country, 
etc. In these circumstances, a survey of the real economic conditions of the 
Indian villages is absolutely necessary before taxable capacity of people is 
found out in the country. However, it is good that the Committee has been 
appointed to enquire into these matters and submit a report and I am sure 
some good will come out of this enquiry which will be appreciated by all 
people of the country. 

I attach herewith my written statement in answer to some of the questions 
set by the Committee. I do not presume to be an economist nor an expert in 
these subjects but backed by a little experience of this world, I thought it 
advisable to help the Committee in the disposal of this intricate problem of 
Indian taxation. Hoping to be excused for the troubles I am giving and 
thanking you fqr the opportunity given to me for taking some part in this 
very difficult task undertaken by the Indian Taxation Enquiry Committee. 


Economic conditions of villages and towns in Berar, Central Provinces and Deccan amf 

other provinces of India. 

(1) Villages # 

Villages can divided into the following classes according to occupations i 

1. Land-holders (big). 

2. Land-holders (small). 

3. Field labourers. 

4. Money-lenders, Mahajans, and Marwaris. 

5. Carpenters. 

6. Blacksmiths. 

7. Washermen. 

8. Weavers. 

9. Barbers. 

10. Gondhalis. 

11. Chamar3. 

12. Depressed Classes. 

13. Beggars. 

14. Mahars. 

15. Dhors. 

16. Mangs. 
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(2) Wealth of the country or 'poverty of India. 

Out of these classes (1) and (4) big land-holders and money-lenders or maha - 
jans can only be called a little rich people. But land-holders are generally 
not very thrifty and do not save much. Money-lenders can save a little on 
account of high rates of interest they take from the poor people. But really 
rich people (money-lenders) are few. Their condition depends on the extent of 
their dealings. 

(3) Field Labourera :—These people are now-a-days well off owing to the 
scarcity of labour and high wages. “Well off” dftes^not mean, they are in a 
position to pay any taxes. But they maintain themselves and their families 
and that is all. So is the case with other classes and none of them have got 
any taxable capacity. The sons of Patel* and Deshmukh. s* generally squander 
their money in attending theatres, and shows, in wearing fashionable garments, 
in purchasing motors and bicycles which do not pay them in any way. They 
are little educated and generally waste their time and energy in doing nothing. 

As regards agriculturists generally it seems that they do not save 
much and barely maintain themselves; when any marriage or other ceremonies 
are to be performed they are obliged to seek the help of the money-lenders or 
the maha] an or a Co-operative Society. The wages of labourers have become 
high and the prices of grain, wheat, pulse, ghee and other necessaries have 
also reached their climax since the German War came to an end. Their habits, 
manners and customs are. simple. They are generally unemployed in four 
months out of the 12 months of the year. These conditions prevail, as long as 
there is sufficient rain and growing of ordinary crops. But one famine is 
sufficient to drive them to the maha]an or relief works. 

If we go to towns we will observe the same conditions except that 
the towns and cities consist of shop-keepers, merchants, commercial people, 
big money-lenders, pleaders and people of other profession. This 
class is generally better off, but is only able to pay ordinary taxes, imposed by 
the Municipal Committees or District Boards. They have not got the capacity 
to bear the burden of the payment of income-tax or super-tax and other high 
taxes except in few cases. 

It is only in cities and presidency towns that some activities are seen. Various 
sorts of professions and trades are carried on. Commercial firms and rich shops 
are opened. Theatric performances, cinemas, skating rink, balls and othe*r 
entertainments and parties take place. It is the cities like Bombay, Calcutta, 
^Madras, Lahore, Delhi, Mysore, Allahabad, Lucknow and other places which 
can provide some income for various sorts of taxes for the benefit of the peoplje 
and the Government. 

# (4) From the figures of the census, it seems that out of 32 crores of people 
of India, one half of the population consists of women and* children. Out of 
the remaining 16 crores of population there are about 2 or 3 crores of beggars 
who do not earn anything but who are simply supported by and are dependent 
on the charities of the remaining population. Such as Bairagees, Gosavas y 
Mahants, Bhiksliukha Brahmin*, Haridassas, Puranikas, Gondhalis , Nandi Bail- 
walas, Joshis, Sadhus, Fakirs., Bahurnpe.ee y general beggars, invalids, sick and 
others, etc. Therefore, it cannot be said that the average people in this country 
are rich. Even if we take the averages of the figures of revenue income per head 
given in Annexu^e B from Dadabhoy Naoroji’s times (1865) to the times of Mr. 
F. Shirras in 1924, it will appear that the result is just the same in 1924* as it 
was in 1865. The prices of food-stuff* and necessaries have risen to four times 
of those in 1865, so that in any case, there is no doubt that the people of India, 
on the wholf, are poor and India is a poor country. 

(5) The estimates of crops of various kinds given in the Annexure A are 
not adequate nor arc they reliable, so as to base our conclusions on them. 
They are prepared by the village officers who do not make enquiries personally 
but entrust their work to village Jaglias or Mahars. No thorough enquiry is 
made and the whole work is simply a guess work. The crops a^e not under¬ 
estimated, but they are overestimated especially with a view to show that 
the fields and the crops are in a good condition. Special fields richly manured 
are generally selected to make an experiment and the general report of all 
crops is generally based on the basis of the report of the crop of that field 
especially selected to make an experiment, so that under any circumstances 
these statistics are not adequate and reliable. 
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(6) Q. 4 .—The present system oi maintaining statistics of crops can be lm 
proved by introducing another system in its place. But it will be elaborate 
and costly and there is no use of spending so much money for it. If the 
statistics are required for the purposes of taxation, I would not be so much 
particular and accurate about them. The question involved is a fiscal question 
and such questions should be generally treated in favour of the public concerned. 

(7) Principles of taxation : 

The four fundamental principles of taxation are given in' Mill’s Book on 
“Political Economy” pages 483, 484 and 485 which are very important and may 
be summarized as follows :— 

1. The subjects of every State ought to contribute to the support of 

Government in proportion to the revenue they enjoy under the protec¬ 
tion of Government. 

2. The tax ought to be certain and not arbitrary. 

3. The tax should be levied at the time and in the manner in which it 

is most likely to be convenient to the contributor to pay it. 

4. Every tax ought to be so contrived as both to take out and keep out 

of the pockets of the people as little as possibly over and above what 
it brings into the public treasury of the State. 

“The mode of adjusting these inequalities of pressure, which seems to ba 
the most equitable, is that recommended by Bentham of leaving a certain 
minimum of income sufficient to provide the necessaries of life untaxed.” 

“Each would then pay a fixed proportion not of his whole means, but of 
his superfluities.” 

“This principle of assessment has been partially followed by Mr. Gladstone 
at the last renewal of the income-tax,” Mill’s book, page 486. 

“ To tax the larger incomes at a higher percentage than the smaller, is to lay 
a tax on Industry and Economy ” 

“ Inheritance and Legacies exceeding a certain amount are highly proper 
subjects of taxation.” 

(8) At present the system of the assessment of the income-tax is as follows : 

1. Money-lenders’ interest is calculated and ascertained from the balance 

sheet of the Daniya and the tax is assessed on that amount of interest. 

2. Deductions are not generally made of the amounts spent to raise that 

income nor the expenses of the maintenance of the family members 
or dependants are taken into account. Perhaps the salaries of 
an accoi&tant or a peon are sometimes considered and the income is 
taxed accordingly. 

This system cannot be called a fair system of assessment of the income-tax. 

To arrive at a definite income, the following procedure should be observed : 

(а) Expenditure of the staff or establishment maintained for keeping 
accounts and realising the dues should be deducted. 

(б) Motors or conveyances required to carry on the business transactions 
for speedy recovery of the money due should be deducted., 

(c) Telegraph charges and postal charges, if incurred for carrying on 
the business, should be deducted. 

( d ) Charges on account of the maintenance of the family members, accord¬ 
ing to the status of the family, say, Rs. 25 or 30 a month per member 

for a big respectable family or Rs. 10 to 15 in the case of ordinary 

family should be deducted. 

(e) Amount of the rent of the house occupied by the members of the 
family should not be added to the income for the purpose of taxation 
as it is absolutely needed for the man to live in. It is a necessary 
article. 
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(/) Minimum taxable amount Rs. 2,QOO should be deducted from the 
income as expenditure necessary for the maintenance of a family 
which is not generally deducted. Because exemption of this amount is 
intended to show that that amount is necessarily required for the 
maintenance of a family. 

(g) The practice is that the profits of the year in dispute are taxed on 
basis of the amount of profits of the year before that year. But. 
the losses incurred in previous years are not considered. The net 
loss incurred in the two preceding years should be allowed before 
arriving at the assessable income. 

(A) The present minimum amount of Rs. 2,000 exempt from the income- 
tax should be raised to Rs. 3,000 or Rs. 4,000 owing to high prices of 
food-stuffs and other necessary articles. The above amount is 
required for an ordinary man to have a decent living. He has also 
to pay other Municipal and District Board taxes. 

(#’) The form of the declaration under the Act should provide for correct¬ 
ness to both knowledge and belief of the declarant. 

In England, I am told that incomes below £100 are allowed an abatement 
of £25 per child and graded abatement between £70 and £130. Such small 
incomes should be allowed a further abatement of 15 per cent in large towns 
with a population of* over 100,000 souls and a 25 per cent abatement in seats 
of Provincial Governments for the higher cost of living there. 

I propose that the Income-tax Act will require amendments on the above 
points. 

These changes' will ensure satisfaction without detracting from the efficiency 
of the administration of the tax. Moreover, to bring about a greater and a 
far more satisfaction and harmony between tax-payer and taxing officials, some 
publicity work may be carried on as suggested in the account of the administra¬ 
tion of the Massachusetts Income Tax Act of 1916 A. D. ( vide Issue of the- 
Journal of the Indian Economic Society, Bombay—September 1923 No. 3, Vol. 
I, pages 163 to 168). 

(9) Incidence of taxation. —I do not approve the mode of finding out the 
incidence of taxation per head of population. During my experience of a 
Vice-Chairman of the Ellichpur Civil Station Municipal Committee in Berar, 
I found that the incidence of taxation per head of population was found as 
follows :— 

The town fund tax-income from the people, amounted to Rs. 4,000 from 
2,000 people, whereas Rs. 2,000 was recovered on account of house tax from 
2,000 people. So that the total income from the taxes amounted to Rs. 6,000. 
This money was recovered from the imposition of taxes from 2,000 people. So 
that the real incidence of taxation per head of the population comes to Rs. 3 
per head of population. But in the Government Reports the incidence was 
found to be arrived as if supposing that Rs. 6,000 was raised from 12,000 
people,which is the population of the town. And therefore it has shown in rhe 
Government Reports that incidence per head was only 8 annas. This is 
anomalous. If the amount of taxes has really been realised from taxing 2,000 
people the incidence per head must be based on the number of people actually 
taxed. 

(10) The same principle is involved in question No. 25 of the questionnaire 
issued by the Committee. These classes which are not taxed with any tax on 
liquor, etc., such ns religious people, etc., should not be considered in estimating" 
the burden of taxes upon certain community. I am not accustomed to any 
bad habits of tobacco smoking or liquor drinking, consequently I am unable to 
say anything on question relating to them. I wish the people should be frea- 
from all these habits and resort to other health and energy giving articles. 

(11) Taxes on tobacco, liquor, opium, railway fares or journey, tramway, 
telephones, aircrafts, postal charges and telegrams, etc., are all things which 
involve some incidence of taxation. These taxes can be avoided if a man is 
willing to do so. I may call them voluntary taxes. A man is not bound to 
travel by railway or tramway or resort f.to telegraph or post or motor or 
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steam cycles, etc. He can do without them. But as these facilities are provided 
under British Government he takes advantage of them. Had these facilities 
not been provided, still the man could have pulled on in this world. So much 
taxes are voluntary. 

(12) Q. 27. —It is not that every member of the community should be taxed, 
though he takes an advantage of the protection from Government. The taxes- 
are to be imposed on surplus profits or superfluities remaining after making 
certain deductions. Incapacity of a man eten to support himself and his 
dependants is the test of exemption. 

(13) Q . 28. —Taxation is generally looked upon as a basis for representation 
in Councils and Committees and Boards. But there are many people who do 
not pay any taxes but still they are entitled to be represented in Councils with 
the view that their comforts and conveniences should also be looked to by some' 
body on their behalf. 

(14) Q. 29.—Direct and Indirect Taxes .—Direct tax is the best tax that can 
be imposed. Because in this case the burden of tax lies on the person who 
pays it and who enjoys the benefit also. But in the case of Indirect tax the 
case is quite different, for instance, the Ellichpur Municipal Committee have 
imposed a tax called “ Terminal tax ” or ** Poll tax v upon imports and exports 
of railways. All sorts of articles are imported and exported. They are all 
taxed. This tax affects other people also who do not form municipal population. 
But the benefits of the tax-income are enjoyed by the municipal population. 
For instance, the City Municipal Committee, Ellichpur, have got so much as one 
lakh of rupees as a* result of the proceeds from this Terminal tax. These muni¬ 
cipal people are enjoying the benefits whereas other people who form a major 
portion of the people affected by the tax, have only to bear the burden. In my 
humble opinion, this Terminal tax should not be introduced by the Municipal 
Committees. But this indirect tax may be allowed to be imposed for revenue 

urpose and the money credited to the Imperial and Provincial treasury. 

(15) Q. S3. —I have carefully gone through the Annexure E in which com¬ 
parative percentages are given. This annexure shows that £500 or Ks. 7,500- 
are exempted from the imposition of income-tax in England. Whereas in India 
only Ks. 2,000 are exempted. This limit should be raised to Ks. 4,000 at least 
as said above. 

(16) I am not prepared to raise the present rates of income-tax in any case, 
i go so far and say that the gradation rates be abolished. One rate is sufficient. 

I do not see any reason, why the rates of super-tax .be gradually raised. The- 
man works hard, exercises good and sound discretion, uses foresight and tact 
and the higher profits are the result of the development of the above qualities. 
It is not good that because he is wise, he should be taxed with a higher rate. 
Let the money remain with such * people. Certainly it will be of use to the* 
country some day or other. 

Q. 37. —There should be no gradation of rates. The whole amount should 
be taxed according to the ordinary rate and the name “ Super-tax *' be abolished 
altogether for the reasons stated above just as the Corporation tax is abolished* 
in England. 

(17) Qs, 38 and 39. — Income-tax on agricultural income. —I am quite against' 
the imposition of a tax on agricultural income. The land is already assessed* 
by Government and this assessment is a tax on the land. The owner of lands 
and fields is the raiyat and not Government. There is difference of opinions on 
this question but I am humbly of opinion that the land revenue is a tax and 
not rent. These lands and fields are mortgaged, sold and leased by the owners, 
in any way they like without any interference from Government up to the present 
time. On the contrary these sales and mortgages are written on stamped paper 
purchased from a licensed vendor appointed by-Government to sell stamps to the 
public. These deeds are registered ny the Sub-Registrar appointed by Government 
to register these deeds on payment of registration fees. Had Government been 
the owner of the land, the Government would not have allowed these-transactions- 
to be done by the people. So it appears that the Government is not exercising 
any act of ownership over lands and fields under cultivation. In these cir¬ 
cumstances, it is not good and against the principle of economy to tax a certain- 
article twice. 
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Secondly, great troubles are needed to produce the crop. The land is 
required to be manured and great care and foresight is needed to be exercised. 
It is not good to tax such an income, the result of great labours and wisdom. 
The imposition of a tax on agricultural income may induce people to the conclu¬ 
sion of becoming lazy and idle for fear of being taxed.* In my opinion an 
industry should not be taxed which produces food-stuffs in which 80 per cent 
of the population depend for their livelihood and who are generally poor. Such 
tax is sure to increase the pricey of jowar and rice, etc., which are the staple 
crops of food of the poor people. 

Peasantry is an ornament and bulwark of the nation. No attempt should 
be made to cripple agriculture in any way. If ample money remains on store 
with agriculturists Patels, Deskmukhs and Dcshpandts , Jagirdars and Malgvzars 
of the Central Provinces, it will be of greatest use to the country at the time 
of emergency. A study of village economics will disclose that the village people 
in India are very poor but it seems essential that a thorough enquiry is needed 
and' the appointment of a Committee by Government called “the Village 
Economic Enquiry Committee ” is absolutely required for the purpose. 

(17-A) The above remarks apply to mere agriculturists, i.e those who 
maintain themselves on agriculture alone. But there are some’ people in the 
country who do not maintain .themselves on agriculture alone, but they earn 
money in the shape of interest in money-lending business. These people generally 
lease out their lands to tenants and collect money in cash from tenants, which 
amounts to some thousands of rupees, every year. There are also some land¬ 
lords as well as money-lenders, who obtain lands by resorting to foreclosure 
proceedings and thus become good proprietors of lands of 400 to 500 tiffans of 
land and pay a land revenue of Rs. 4,000 to Rs. 5,000 per year. In such cases 
of agricultural income the lease money should be taxed in an ordinary way. 
In such cases the man is not a proper agriculturist in the real sense 
of the word and his income should be taxed. This will serve as a new source of 
revenue and it will be matter for consideration that any other old tax should 
be abolished. 

(18) Method of Keeping Accounts ,—This is a very tedious question. Many 
of the Marwari traders and merchants are not in a position of maintaining 
accounts in a satisfactory condition. There arises a confusion and the officer, 
under these circumstances, therefore, uses his discretion and taxes a Bania with 
any amount the officer thinks fit. This procedure has raised dissatisfaction 
amongst many Marwari merchants. No form of accounts is prescribed by 
Government and it is also not possible to prescribe any form which will be 
acceptable to all. Consequently, it is suggested that the merchants should be 
believed and their word should be accepted and the assessment made accordingly. 
This procedure will smooth the matters. If Government will rely or trust 
the merchants, the latter are sure to trust the former. Confidence creates con¬ 
fidence. When the people arfc sufficiently educated, there will be no difficulty and 
all fforms will be duly filled up and forwarded to the proper authorities. 

Q. ft. —Growth of Accountancy profession has not made any change amongst 
the Baniyas. But it has produced a great effect on companies, registered accord¬ 
ing to law and the highly educated merchants residing in Bombay, Calcutta, 
Madras, Lahore, Delhi, Allahabad and other big cities. A system must be found 
out and made popular by education and publicity. The system should be such 
as will meet the wishes of these Baniya.< who find it difficult to maintain accounts. 
In my opinion the matter is not so very difficult but it requires a little patience, 
accuracy, carefulness and pains on the part of Baniyas. 

Q. ft. —A standard form of keeping accounts should be prescribed as is 
done in France, and the people should be made familiar with that form 
gradually by education, persuasion, etc. 

(19) Q. ft.— -The system of making an assessment of the income-tax on one 
year’s income is not good as already stated above. Three years’ income 
may at least be considered and average taken. The losses, if any, incurred 
during these years should be deducted and then assessment should be made on 
the balance as is done in England. 

(20) Q. ft. —The taxation is needed in a country for the protection offered 
by Government to people living iri the country. Every country consists of 
rich and poor people. Some of them enjoy luxuries, whereas others are simple 


Vide question 35. 
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enough. The latter class does not require that degree of protection from Govern¬ 
ment, as the rich people require. The poor people have got no valuables with 
them which can be stolen away by robbers and dacoits. But this is not the case 
with the rich people. They have got valuables which are needed to be protected 
and require more protection from Government. Under these circumstances, 1 
think, it will be a hardship to tax the poor. The whole taxation should be 
raised from the rich people who are in need of greater protection from Govern¬ 
ment. For example in hilly tracts of the country, the aboriginal tribes reside 
and along with them some rich people also reside. If any amount is required 
to be collected for the protection of a town of this kind, it should be collected only 
by imposing taxes on the rich people, no burden should lie on the poor. 

(21) Q. £9—Excise Duty. —I strongly protest against levying excise duty on 
clotnes manufactured in Cotton Mills at Bombay, Ahmedabad, 8holapur, Pulgaon, 
Badnera, Akola, Empress Mills and Model Mills at Nagpur and other 
mills in India. I do not see what principle is involved in levying 
this peculiar tax on production in India. I do not know whether this tax is 
levied in England or other countries, or Europe and America. (Vide 
Journal of the Indian Economic Society, issues of March—June 1924, pages 64 
to 71). But it is an unjust and unfair tax which should be abolished at once. 
Great agitation has been made against this impost by all mill owners in this 
country but nothing seems to have been done in the matter. 

As regards excise duty on the articles mentioned in question No. 49, I beg to 
Btate that if this tax is to be levied at all it should be imposed on all articles 
except cotton goods, matches, patent medicines, saccharine, salt, sugar and 
other necessaries. The other articles may be taxed as they are not needed by 
the poor people. 

(22) I am an advocate of total prohibition to a certain extent but I am not 
prepared to impose taxes mentioned in question No. 62 by Dr. Mathai to replace 
the liquor tax. But I may accept the policy of replacement by imposing some 
of the taxes mentioned and recommended by the Bombay Excise Committee, 

1923. 

I am not much familiar with the liquor policy in vogue in the Province but 
I accept all statement made in question No. 63 by various learned writers on the 
subject. To my common sense, they seem good and acceptable with a view 
to serve the purposes of taxation. 

(23) Principles of Fair Taxation. —The principles of fair taxation as laid 
down by Charles S. Devas in hi? “Political Economy” are as follows :— 

(1) To pay due regard to special benefit and taxable capacity, transitory 

or precarious incomes ought not to be treated as permanent incomes. 

(2) To follow the golden maxim “ Primum vivere, deinde tnbutum per- 

solvere ” and to exempt from taxation so much of income as is 
required not merely for absolute necessities but. also for reasonable 
conventional necessaries and thus to confine taxation as was done 
at Florence in the golden age of her republic “ to superfluous or 
surplus income *’ " Javonzo, allu yetta f \ 

(3) To increase the percentage levied step by step as the incomes are 

larger. But these steps to be ever less and less and thus the 
progression to come to an end after a certain point and all larger 
incomes to be taxed at the same rate on the ground that the wants 
they satisfy have the same relative importance. 

(4) To pay due regard to the numbers of persons the income has to 

support, in particular, young children and aged relatives. 

(5) To make due allowance when the incomes a*e temporary or precarious. 

(6) In all matters of taxation, we can only obtain approximate results. 

Progressive taxation is said to be arbitrary, no intelligible reason being 
assignable for one scale of progression rather than another (pages 396 to 399). 

These principles of fair taxation are again given here with a view to show 
the great necessity of following them without fail. They are quitp consistent 
with the principles laid down by Mr. Mill in his book as mentioned in previous 
paragraphs. So that two great economists, Mill and Charles Devas, fully agree 
with these principles. But it is regrettable to note that some of these principles 
are not followed by Government in the Central Provinces and Berar. Moreover, 
it may be kindly noted that the increasing rates of the income-tax operate as 
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* set back to the ’development of the industries of the country. This question 
is referred in the Report of the Indian Fiscal Commission which, at page 42, 
states as follows :— 

“ The income-tax rates have been raised largely since 1915-16 and the yield 
has risen from 3 to about 20 crores of rupees. High rates on income are 
undoubtedly a handicap to industrial development and there are many who 
hold that the rates ruling at the present moment are distinctly too high folf 
-tha interest of industries and the general prosperity of the country. The 
witnesses whom we examined on this point were almost unanimous in the 
opinion that direct taxation has reached its limit under present conditions and 
in view of the general feeling in the country, we do not think that any material 
increase in this form of taxation is feasible. If therefore any further increase 
'in the taxation becomes necessary, it will have to take the form of indirect 
taxation. If, on the other hand a decrease in taxation becomes possible, we 
think it should take the form of ‘pari passu* reduction in direct and indirect 
taxation. In view of these conclusions, we cannot anticipate for many years 
to come any appreciable reduction in the revenue which it is necessary to derive 
from the customs. This means that import duties must continue high and 
whether intended or not, protection will be given.” 

(24) Municipal Committees and District Boards .—The taxes levied in 
Municipal towns >re house tax, tax on trades and professions, a terminal 
tax and a latrine cess. The owner of a house taxed with house tax can shift 
the burden to the occupier of the house by raising the house rent in proportion. 
The payer of the profession tax can also shift the burden on to another by 
increasing the rate of interest or fees of the profession. 

The profession tax is levied at the rate of 2 per cent and the income of 
Rs. 100 only is exempted from assessment of the tax. 

The house t&x is levied at the rate of 5 per cent on the annual rental value 
of the house and a house valued Rs. 100 and below is exempt from taxation. 

Fresh sources of income .—I advocate the imposition of the following taxes 
in the place of existing taxes which may have to be abolished. 

(1) Income-tax on agricultural income of the nature referred to above; 
(2) succession duties or death duties, but members who succeed to the undivided 
property of a Hindu joint family should not be taxed; (3) tobacco; (4) regis¬ 
tration fees for marriages; (5) tax on houses; (6) on motors and other vehicles; 
(7) horses; (8) luxuries such as race horses; (9) entertainments; (10) dramatic 
performances; (11) skating rink; (12) European balls; (13) cinemas; (14) costly 
imported articles of consumption; (15) increment value duty; (16) export duty 
on jute, sheep, goat, hides and skins, wheat and other agricultural produce; 
and (17) import duties on all foreign made articles which come in the way 
of encouraging the indigenous industries of the country. 

I would not tax betel-nut and areca-nut. 

On enquiry many similar sources of income will be found, but the policy 
of Government should be not to increase the taxation and the number of 
articles to be taxed. But the policy of Government should be to reduce the 
expenditure of the administration, to subject it to strict economy and not to 
be allowed to be driven to excessive expenditure but to allow the riches to 
remain with the people and thus to make the country as rich as possible and 
increase the means of the development of the industries of the country and 
bring it in equality with • countries in Europe and America in every respect. 

In conclusion, I request that the above suggestions may be followed and 
at least the expenditure of a tax-payer’s family and amount of the rent of the 
house occupied by him should be deducted from the total income and the balance 
only may be concerned with income-tax. 


Rao Sahib Sahasrabudhe gave oral evidence as follows 

The President. Q .—You are a member of the Advisory Board of Industries 
And have long been associated with the Ellichpur Municipality. 

A. —Yes, Sir. 

Q .—Are you still a member of the Ellichpur Municipality ? 

A. —No, Sir. I have resigned on account of old age. 



303 


Q. —But your chief interest is commerce? 

A. —Yes, Sir. Commerce and industry. 

Dr. Hyder. Q. —You say that the administrative methods of Government 
as regards Census are not as accurate as they are in foreign countries. It means 
that people are unwilling to tell the truth about their real wealth. Do you 
think in the case of an economic survey, they will disclose information about 
.their income, etc., if the survey extended to the villages? 

A. —Of course they will be suspicious and will under-estimate their income. 

Q. —So the average would not reflect the correct estimate? 

A.— Yes, I believe so. 

Dr. Paranj'pye. Q. —Obviously your class 12 should not be there if you are 
^entering separately Chamars, Mahars, Dhors and Mangs? So you ought not 
to put in a separate class as “depressed classes”? 

A. —All right, Sir. 

Q. —It is not mutually exclusive? 

A .-—Of course not. I have simply given the classes by profession. I have 
not done it according to the Government rules,. 

Dr. Hyder. Q. —May I ask whether these Mahars, Dhors, etc., come under 
the category of field labourers in your province? 

A .—Not all. Most of them are labourers. But for example these Gondhcdis 
are masons, and Dhors are leather workers. They may come in under the 
heading “labourers”. 

Q. —You say that the sons of Patels and Deshmukhs generally squander their 
money in attending theatres and shows and purchasing motors and bicycles. 
Don’t you think they should be taxed on what they spend on motor-cars? 

A. —I say it is a luxury and so I don’t see any harm in taxing these motor¬ 
cars. 

Q .—You think by taxing these people, the burden can be shifted from the 
poor people? 

A. —Yes. I quite agree with you. Such luxuries should be taxed really. 

Q .—You say out of the population in India, there are about 2 or 3 crores 
of beggars who do not earn anything. Do you think it is right? 

A .—It is only my guess. There may not be 2 or 3 crores of beggars but 
.there are so many, including the so-called Sadhus. 

The President. Q. —The Census Report shows only about 5 lakhs ? 

A. —I have made the calculation like this. There are about 60 thousand 
villages in India and if each village contains at least 5 beggars, it comes to 
something about 2 or 3 crores. 

Q. —No, that will give you only 3 lakhs? 

A .—I do not know that; I am sorry, I may be wrong. That is only my 
guess work. 

Q .—You mention in the same paragraph that even if we take the averages 
of the figures of revenue and income per head from 1965 to 1924, it will appear 
that the result is just the same. Don’t you think that this is an astounding 
statement ? 

A. —Why. Now-a-days the prices have increased. 

Dr. Hyder. Q. —Well, Rao Sahib, I put it to you as a young man you must 
have seen villages with panthers and tigers, which have been turned into 
habitable villages now with all the industries and other amenities of life. I 
think you must have seen such villages in your experience. Then how could 
you speak lik* this ? 
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A. —But the prices have increased by four tiroes than before. 

Q .—Will you not admit that there are a number of industries which did not 
exist in the year 1865? 

A .—I admit it. But they are only in a position to give more wages. That 
is all. What about the prices. They are required to spend whatever they 
get on the high prices. 

Dr. Paranjpye. Q .—On the other hand, is it not a fact that several industries 
have died out? 

A .—Certainly. Many industries do not thrive, for instance, the weaving 
industry has not been thriving. 

Dr. Hyder. Q .—Is it not a fact that once upon a time in this province * 
many people went about stark naked, and that they are all now clothed? How 
do you say then that the weaving industry is not thriving ? 

A .—I do not know anything about the Central Provinces, but I can speak 
of Berar. I have had occasion to see the villagers in Berar; they were never 
stark naked. But they are not better off to-day than they were thirty 
years ago. We see a lot of the people during the bazar days. I do not see 
any improvement in their life than what I saw some years ago. 

Q. —You say there is absolutely no change ? 

A .—In my opinion there is no change. 

Q. —Regarding the estimates of crops, you say they are over-estimates and that 
they are not reliable. But this is just the opposite to what we have been told 
in other provinces. 

A .—TJie crop estimates are prepared by the tahsildars and they are sent 
to the Local Government for information. But the tahsildar relies upon the 
village officers for this work, and they generally select a good field for taking 
the average. One or two fields which yield better crops are estimated and on 
that the whole estimate is given. 

Q. —But when it is a question of the assessment of land revenue in a village- 
or giving suspension of land revenue; the real estimate is given out. 

A .—I am talking of estimates of crops. The average estimate, say 16 annas 
crop or 12 annas crop, is very unreliable. 

The President . Q. —Do you know that one Chamber of Commerce at least 
adds 25 per cent, to the tahsildar’s estimate because it thinks the estimate of’ 
a tahsildar is an underestimate? 

.4.—I don’t know about that. 

Q. —What do you mean by saying that the system can be improved by 
introducing another system in its place. What is that system you speak of ? 

A .—I have not considered it fully; as I have said, it will be elaborate and 
costly. You will have to engage a special staff for this purpose and there is 
no use of spending so much money over this. 

Q. —Do you think it will be sufficient if the tahsildar were to go into the 
village and meet the important people and then prepare his estimate? 

A. —I think if the tahsildar consults the Panchas belonging to the village 
panchayat or so, it would be certainly better. If the Panchas are consulted 
and then the statement is prepared, I think, you would approach at least 
the neighbourhood of the correct estimates. 

Sir Percy Thompson. Q .—On page 297, you say, that the present system of 
the assessment of income-tax is as follows :—1. “ Money lenders’ interest is 
calculated and ascertained from the balance sheet of the Bania and the tax 
is assessed on that amount of interest”. 

A.— Yes, money-lenders and cotton traders. 
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Q .—Then you say that 44 deductions are not generally made of the amounts 
spent to raise that income nor are the expenses of the maintenance of the 
family members or dependants taken into account What is your complaint? 

A. —I lay stress on the maintenance of the family members. Of course in 
our case the salaries of the clerks or a peon are deducted. But I am not much 
for it. I am only for the maintenance of the family members or dependants. 
They should be taken into account in assessing income-tax. 

Q. —A good deal has been said in respect of the maintenance of the families. 
Some witnesses have said that it is quite enough if you allow abatement in 
respect of wife and children. It has also been put to us by some witnesses 
that in a country like India where practically every income-tax payer is 
married, there is not very much, at least not a very strong case, for making 
these family allowances. Don’t you think there is some force in that argument? 

A. —I don’t think so. 

—In a country like England, where you have family allowances, you have 
a very large number of bachelors who have no dependants to support and who 
are liable to income-tax. Therefore the grant of such an allowance in respect 
of married persons will have some force. But here in India where almost 
every person is married, if the concession is granted, then you will have to 
grant the allowance to almost every person. Further the family allowance 
question here is not as important as it is in England. Is there not some force 
in that argument ? 

A .—In India every person must get married. Marriage is looked upon as 
one of the merits of a man. Therefore, because every person is married, it 
is not a good argument to say that this concession should not be allowed. 

Q. —Because you are going to show this concession to every person, then 
it will simply become a question of adjusting your exemption limit. Later on 
you maintain that the exemption limit of Rs. 2,000 should be raised to 3,000 
or 4,000 rupees as it is too small. Don’t you think that your point about 
granting allowances for dependants might be met by adjusting the exemption 
limit, instead of making particular allowances according to circumstances of 
each case? 

A. —I think it will meet my case. If the amount of minimum is raised 
from Rs. 2,000 to Rs. 4,000, it will be all right. In order to satisfy the people a 
deduction may be made on account of the maintenance of families or dependants,. 
I think this will meet the case. 

Q. —You say again that the rent of the house occupied by the members of 
the family should not be added to the income for the purpose of taxation. 
May I just put to you this point ? One man pays rent for his house, and 
another man spends capital of ten thousand rupees and buys a house. Is not 
the man who bought the house in a better position to pay the tax than the 
other man ? He invests his capital in an income-producing security and the 
other does not. Why should he be exempted ? 

A. “The thing is that the man who buys a house should not rent the house 
and if he has the misfortune of doing so, he must pay a tax on it. What 
I say is that the man who lives in his own house should not be taxed as 
a house is a necessity. It should not therefore be taxed. 

Q •—Is it not equally necessary to have clothes and food? Then should you 
not make a deduction for the cost of the food you eat? 

A.—I have not gone so far. I have taken only the house into consideration. 

Q .—I think it is difficult to see how you select one particular necessity of 
life, namely, house accommodation and say that it should be exempted from 
tax. 

A. —Because you cannot do without a house. 

Q .—You say that the profits of the year in dispute are taxed on the basis 
of the amount of profit® of the year before that year, but the losses incurred 
in previous years are not considered. What is it that you suggest? 
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A. —I say that the losses for the average three years may be taken into 
consideration. One of the causes for the dissatisfaction of the money-lenders 
is that the losses are not deducted at all. 

Q. —You say in paragraph 15 that £1500 or Bs. 7,500 is exempted from the 
imposition of income-tax in England, m Annexure E of the Questionnaire, you 
will find, for £500, the tax in one casa is 3.3 and 12*5 in another case. But in 
India it is only 3*12. 

A .—What is the amount of exemption in England? 

Q .—It roughly corresponds to Rs. 2,000. When you are talking about the 
exemption limit, don’t ypu think that the cost of living in England is much 
greater than in India? 

A. —I admit that. 

Q. —Would you not admit that the exemption should be lower in India? 

A. —I think the prices in India also are coming to the same level as in 
England. 

Q .—But the standard of living is higher in England ? 

A .—I admit that. If Rs. 4,000 is exempted then I mqII have nothing else 
io say. I think this increase in tax is a tax on industrial carefulness and 
foresight. A man is successful in business because he is very careful in business* 
So I say that income got by such means should not be taxed. 

Q .—You reject the doctrine that taxation should be proportionate to ability to 
pay? 

A. —Yes. 

Dr. Hyder. Q .—You say that the tax should be put on the shoulders of 
the rich. Why do you make that statement w r hen you reject this doctrine ? 

A. —In the case of income-tax only I say this. 

Sir Percy Thompson. Q .—Surely the income-tax is the best way of getting 
money from the rich people. 

A. —I object to it only on the ground I have mentioned. Industry should 
•not be taxed. 

Q .—Is it not a little inconsistent with saying that income-tax ought to be 
graduated ? 

A. —I only say that industry and intellect should not be taxed. 

Q. —Do you mean that you should levy a higher tax on unearned incomes 
than on earned incomes ? 

.4.—You may do that also. But that was not in my mind. 

Q .—Then we come to income-tax on agricultural incomes. I think your 
argument is that land revenue is a tax and not rent and therefore no other 
-tax should be imposed on the land? 

A .—Yes. 

Q. —Now turning to para. 17A of your not^s, I think you are in favour of 
taxing people who draw rents from the land? 

A. —Yes. Big money-lenders and big propiietors might be taxed. 

Q .—But they pay land revenue. 

A .—They do not work in the fields themselves. 

Q.—On your argument that land revenue is a tax and not a rent, these 
people pay just the same land revenue as others. 
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A. —I admit that. 

Q. —You say that they must not be charged in two ways. In this case they 
ire already paying land revenue. 

A .—But they do not -work in the fields. They simply lease out the lands. 

Q. —That-is a sentimental reason. 

A :—I admit that. But I think that such people who collect money in this 
way should be taxed. 

Q .—Then on the method of keeping accounts you say ‘If trovernmeht will 
rely on or trust the merchants the latter are sure to trust the former. Confidence 
creates confidence \ We are told that it is a very common thing for merchants 
to keep two sets of accounts, if not three, one for their own purposes and one for 
production to the Income-tax Officer. Is there any use in trusting people who do 
that? 

A. —If you place some trust in the people they will also try to be honest. 

Q. —Don’t you think that the income-tax would then degenerate into a 
system of voluntary payments? 

A. —If Government finds out any proper system of taxing them it is all right. 

Q .—Is it not difficult to devise any form which would be applicable to every 
kind of business? I cannot imagine how you can ever devise a form of account 
which will be suitable almost for more than one business. There ar$ so many 
different items in different businesses which will have to be included. 

A. —In any case it is a matter of trust in the people. 

Q. —How are you going to know who is an honest man and who is a dishonest 
• man unless you make enquiries and go into the accounts? 

A. —You may prosecute him if he does not keep accounts. 

Q. —But the figures that he puts in the account might be wrong. 

A.— I do not see any other method than placing trust in the people. If 
they see that Government trusts them, they will not commit breach of trust. 
Of course there might be exceptions, as every rule has exceptions. 

Q .—Do you think that if it was known to the people that every return 
however unsatisfactory and however incorrect will be accepted by the Govern¬ 
ment, they will always produce correct returns? 

^4.—I do not know how it is done in other countries. But in India I 
think that placing trust in the people is the only remedy, unless you become 
more strict according to law. 

Q. —What about becoming more strict according to law? Don’t you think 
that that is a more satisfactory solution? That greater power should be given 
to the Government to examine books and accounts—is not that a possible 
alternative ? 

A .—That is again giving powers to a certain man. During the examination, 
I do not know? what will happen. 

Dt. Paranj'pye. Q .—We often hear, when the accounts are brought to the 
courts, that they have heen fabricated and so on. 

A. —But we also know that only extracts of accounts are produced in courts 
and they are not challenged by the other side. Of course in some case there 
may be two or three sets of accounts kept. I also hear of that. But I do not 
think that all people wi 1 ? be dishonest. 

Sir Percy Thompson. Q. —I do not suggest for a moment that all peop^ 
will be dishonest. But it is a serious thing even if you have a relatively 
small number of people who are dishonest because that will be making honest 
people pay for the dishonesty of others. 
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A. —It may be so in some cases, especially at the beginning. But I do not 
see any other method of dealing with the question. If the Committee can. 
devise any other method—a better and a more reasonable method—by which 
people will not be put to great difficulties and worry, by all means it can 
be adopted. But as far as I see, I think that placing trust in the people 
will solve the whole question. For instance, we had the old system in Berar. 
There was the Panchayat who used to collect the people together and get 
information from them and the decision rested upon the majority of the 
'panchayatdars. Some such thing may be done now. 

Dr. Paranjpye . Q .—What is your idea of levying income-tax ? Do yoa 
want first of all to deduct from the earnings of the man all his expenses 
and then charge income-tax on the surplus? 

A. —Yes—on the principle that only the surplus incomes should be taxed. 

Q .—What would you consider to be the legitimate expenses of the man in 
charging income-tax ? Would you take into consideration only the bare 
necessities of life? 

A. —You can allow a little more in the case of a rich man. 

Q. —Why ? The fact that he is able to earn and spend more obviously 
shows that he should pay the State something before he spends more. I can 
quite understand if you say that a man should have the minimum necessaries 
of life free of tax. But as soon as a man has got anything more than that,, 
he should pay the State a share of the extra amount he has. The minimum 
expenditure that is necessary may be exempted from the income-tax. Such 
being the case do you think that Rs. 2,000 is too high a minimum? 

A ,—I think it ought to be increased. 

Q .—Suppose there is man with a family of 5 members. What do you think 
should be the minimum required for their maintenance? 

A .—At present at least Ks. 2,000 may be required. For a poor man Rs. 1,000 
would do, at the rate of Rs. 75 per month. 

Q. —So if he gets anything more than the Ks. 1,000 he should contribute a 
share of that extra amount to the State. 

A. —But take the average into consideration. Suppose there is a pleader 
getting Rs. 200 a month. He will have to spend for his family expenditure 
more than Rs, 1,000. 

How ? 

A. —That is my experience. My family expenses come to Rs. 175 a month. 

g.—What I say is that you must allow only a minimum amount of expense 
and whatever is got above that should be taxed. You say that Rs. 1,000 will 
be sufficient for bare subsistence. 

A. —That is for a poor man. The society should be divided into so many 
classes. 

Q. —But before a person gets into a higher class, he must pay for that 
privilege. 

A. —I leave it to the discretion of the Committee. 

Sir Percy Thompson. Q .—At page 298 of your note what exactly is the 
point which you want to make from the illustration you give ? 

A. —By ‘incidence’ I mean the average tax per head. What I say is that 
the whole amount realised must be divided by the number of persons who* 
pay the tax, and not by the number of people in the village. 

The President. Q.~ What is the ‘town fund tax’ ? 

A. —It is a tax on the income of a man, when the income exceeds Rs. 1(KX 
It is a kind of profession tax. 
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Q. —So the sanie 2,000 people who pay the profession tax also pay the 
house tax ? 

A. —Yes. 

Q .—The other ten thousand pay neither and you say that there is no 
incidence on those ten thousand? 

A. —Yes. What the Government do is that they divide the Rs. 4,000 among 
the whole population. I object to that. 

Dr. Hyder. Q .—You say that there is an element of taxation in railway 
fares, tramway, telegraphs, etc. Why do you say so? Suppose you come from 
Elliehpur to this’ place by a cart. You will have to pay a private person and 
when the Government provides you with the railway facilities, why do you 
call it a tax ? 

.4.—Anything that remains after deducting the expenditure incurred is a tax., 

Sir Percy Thompson. Q. —When a grocer takes profits on the articles he sells T 

.4.—There is the burden on the people still. 

Dr. Hyder. Q.—The surplus profit, if any, includes the wages of the man 
who, provides you with the facilities. 

A .—That too may be deducted. 

Q .—You will find that the amount remaining after all these deductions 
are made will be very small. 

A. —I do not know very much about the accounts. But mv idea is that 
even after making'all kinds of deductions, the railways are getting a surplus 
profit. 

Q .—There are also periods when the railways suffer loss. 

A.-UI do not know abqpt that. My idea is that railways are getting surplus 
profits. 

Dr. Paranjpye. Q .—According to the recent ailway policy, 1 per cent, on 
the capital invested is to be given to the Imperial Government. Do you 
sider that 1 per cent, as a tax, on the people? 

A. —Yes; that is also a tax on the people. In the case of court-fees, stamps, 
etc., after deducting the expenditure on the departments, I think the Govern¬ 
ment must be getting some surplus profit. That is also a tax on the people. 

Dr. Hyder. Q .—Do you think that the earnings of the pleaders are in tie 
nature of a tax ? 

A .—They are paid for their labour and. intelligence. ' 

Q. —And you do not admit this in the case of Governmental undertakings? 

A. —I am talking of surplus. Whatever surplus remains, it is a tax. 

The President. Q .—Do I understand that, as a result of your local experience 
in connection with municipal bodies, you advocate direct taxation and not 
indirect taxation? 

A. —Yes. 

Q. —You are opposed to the terminal tax ? 

A. —Yes. Our city municipality gets about Rs. 35,000 under this head and 
it has got one lakh of rupees in balance. Three-fourths of this comes from 
the neighbouring villagers who come and make purchases. 

i 

Q. —You think it is not fair? 

A. —Yes. 

Dr. Paranj'pye. Q. —But is not the municipality making arrangements for 
unarkets, roads and so on ? 
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A.—No doubt they do make some arrangements. Even taking into considera¬ 
tion this fact, still they take too much. For markets and such other things 
they impose a separate fee. 

v Dr. Hyder. Q. —At page 502 of your notes you quote the Fiscal Commission 
Report and you say that the limit has been reached in the case of income taxf 

A. —Yes. 

Q. —You advocate the shifting of the burden of tax on the people who have 
got nothing. That is to say, you want to substitute indii^ct tax for direct tax'? 

A. —Yes. In the case of Imperial revenues, indirect taxation is the best 
method of securing money and in the case of municipalities and District Boards, 
direct taxation is necessary. 

The President . Q. —Regarding excise duty, you would abolish excise duty 
on cotton cloth? 

A. —Yes. 

Q. —Who -would get the benefit of the abolition? 

A. —The poor people. Now there is rise in the price of cloth. 

Q. —Do you think that if you abolish the duty, the price will come down? 

A. —Yes. 

Q .—Are you sure that it will not go into the pockets of the millowners? 

A.-^-No; it will not. 

Sir Percy Thompson. Q. —But why are the millowners in Bombay so very 
anxious to abolish the duty, if its abolition does not tend to enhance their 
profits ? 

A .—Because they think that otherwise the cloth will have to be sold at a 
high price. 

Q .—If the effect of abolition is going to be the reduction in the price of 
cloth, the Bombay millowners are going to get no advantage on account of 
the abolition. Then why are they keen to have it abolished ? Don’t you think 
that they want to take a share of the 5£ per cent, which is the excise duty 
on cloth ? 

A. —I do not know if that is their idea. 

Dr. Paranjpye. Q .—Do you think it is purely philanthropic? 

A. —I do not know atout their real intentions. What I have said is my 
view and I have no grounds to take a contrary view. 

Dr. Hyder. Q .—Do I understand you to say that you object to a tax on 
patent medicines ? 

A.—Yes. 

Q. —Don’t you think that the taxation of such articles would be socially 
very beneficial? 

A.—If they are taxed, I think that medicines will become dearer. 

Sir Percy Thompson. Q. —Are not these patent medicines mostly rubbishy 
productions whiqh are sold at enormous prices ? 

Dr. Hyder. Q. —Don’t you think that in the interests of morality it would 
be desirable to abolish these medicines altogether? You are quite aware that 
the pages of vernacular papers are full of advertisements of these medicines- 
which do nobody any good ? 

A .—Do you mean foreign medicines? 

Q. —No; medicines produced in India, pills and things of that sort. 
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The President. Q .—May we come to fresh sources of income? Do I under¬ 
stand that you advocate an income-tax on agricultural income? 

A .—Yes, in some cases. 

Q •—Then you suggest succession duties, but not in the case of people who 
e n eeeed to the undivided property of joint Hindu families. It might be rather, 
vnfair to levy duties in one case and not in the other? 

A. —On reconsidering the matter, however, I think they ought to be levied 
in all cases. Some limit should, however, be fixed, say, property up to Rs. 5,000 
should be exempted. 

Q .—What about a tax on tobacco? 

A .—Tobacco should be taxed. 

Q -—Have you thought out a method of doing this ? 

A .—Consumption should be reduced altogether; I do not care how it is done. 

Q .—Registration fee for marriages? 

A .—I am in favour of this at Re. 1 per marriage. 

Dr. Hydtr. Q .—Is it expedient to have snch a fee on marriages? 

A .—One rupee is not large; it will be a good source of revenue and I do 
saot think the tax will be felt by the people. 

The President. Q .—Then you would tax houses ? 

A .—Only houses in municipalities. 

Q .—You would not tax betel-nut. Don’t you class that with the tobacco 
habit? 

A .—It is a custom which is followed in every village. Even women eat 
tobacco; they don’t smoke it. 

Q .—Then you would not tax those who eat tobacco, only those who smoke it? 

A. —Yes. 

Q .—You would tax all sorts of entertainments ? 

A. —Yes. 

Q .—Including balls ? 

Dr. Hydtr. Q .—What form do you think this tax should take? 

A .—I will leave this matter to the Committee, but there should be some tax. 

The Maharajadkiraja Bahadur of Burdwan. Q .—Would you tax village 
aautches ? 

A.— No. 

Dr. Hydtr. Q .—Why should you not tax village nautcbes, but only 
European balls ? 

A .—I had been to the Skating Rink in Bombay, and I consider that this is 
a very good subject for taxing. 

The President. Q .— Would you impose a general export duty on agricultural 
produce ? 

A .— Yes, on export. That will add to the income of Government. 

Q. —Do you consider that it will be economically a good thing? 

A .—An export duty is not bad; it will add to the income of the Government 
of India. 
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<?.—Would it not kill trade? 

4.—No. 

Dr. Hyder. Q .—Would you impose a duty on wheat? 

-4*—Foodstuffs will not be taxed. I only meant an export duty on wheat 
-exported from this country to foreign countries. I did not mean internal tradd 
at all. 

Q •—If export is prohibited by means of this tax, the people who grow wheat 
would make less money. A large quantity will remain in the country and you 
will find it difficult to dispose of it. 

4.—I think foreign countries will have to purchase it; they cannot do 
without it. 

Q .—But India is not the sole source of supply. 

4.—A lot of wheat is being exported from the Punjab to other countries. 

Q .—I think you made the statement that the practice of the Government in 
the Central Provinces is contrary to theory in all respects. 

4.—The family expenditure is not deducted, a graduated tax is allowed. 
According to the principles of political economy, graduated tax is not good. 

Q .—There should not be progressive taxation? 

4.—That is my opinion. There should be no progressive taxation and all 
incomes should be taxed at one rate. I have stated that industry should not 
4be taxed. 



16th February 1925. 

Nagpur. 


Present : 

Sir Charges Todhunter, K.C.S.I., I.C.S., President. 
Sir Percy Thompson, K.B.E., C.B. 

Dr. R. P. Paranjpye. 


Sir BIPIN BOSE, Kt., C.S.I., Vice-Chancellor, Nagpur XTnivei 
sity, was examined and gave oral evidence as follows:— 

The President. Q. —Do you think that the pressure of land revenue is very 
heavy ? 

A .—I do not think so. It was no doubt heavy at the resettlement o€ the 
nineties under the administration of Sir Alexander Mackenzie and his Revenue 
Secretary, Mr. Fuller. At one bound the assessment was very largely enhanced* 
in some tracts and estates the enhancement touching 125 per cent. Tbe : 
tenants’ rents were also largely raised.. Further, the term of settlement ;was 
reduced from 30 to 10 or 12 years. This Treasure created deep discontent and 
it found expression in a widespread agitation against the new settlement policy/' 
The successors of Sir Alexander Mackenzie, after due enquiry, gave abate¬ 
ments. The new settlements made since have on the whole been quite fair. 

I have never heard of any complaint against the' new assessments of either the 
land revenue or the tenants* rents.’ I was in close touch with the people in- 

the agitation of the nineties and I would certainly have known if.there had 

been any general discontent against the present settlements. I have an oppor¬ 
tunity to know the people’s feeling all over the Province in the course of my 

profession. I know as a fact that in the cotton tracts the malguzars and 
tenants have made very large profits. On the whole my conviction is that the 

settlements are now made on sound principles, fair both to the State and the 

people. 

Q .—As between Berar and the Central Provinces, is there any feeling that 
the land pays more in one province and less in the other ? 

A. —I think the incidence of land revenue is higher in the Central Provinces 

as compared with Berar. I believe Berar landowners do not now pay anything 
like a fair assessment. The reason is that the Berar settlement was made more 
than 30 years ago, when cotton was a negligible factor in agricultural profits, and 
when the communications were very bad. Now cotton, the staple produce of 
Berar, has leaped to ten times its former value and communications have vastly 
improved, the cotton tracts being linked with the great centre of cotton-trade. 
Bombay. The result has been that cotton lands in Berar are now sold at a 
price very much higher than the price for similar lands in the Central Provinces. 

Sir Percy Thompson. Q.—Is it not a fact that land in Berar is selling at 
very high prices? 

A. —The records of our courts bear convincing testimony to this fact. Land, 
which pays a revenue of, say, Rs. 2 an acre, is sold for Rs. 500 an acre and 
more. In the greater part of Berar, the raiyatwari system prevails. The result 
of this great rise in agricultural profits has been that the landholders, hhatadars , 
as they are called", have ceased to cultivate their lands themselves. And why 
should they, when they can by subletting make Rs. 200 an acre without in¬ 
curring any of the risks incidental to actual cultivation? For every plot of 



land there are half a dozen claimants for sublettipg and the owner can dictate' 
his terms. 

Q. —Is it not Bad for agriculture? 

A. —Yes, it is. It must be so when the actual tiller of the soil is without 
any statutory protection. 

Q -—Can you stop that? 

A. —I will state what has been done in the Central Provinces. After many 
years agitation, the old distinction between occupancy and non-occupancy 
tenants nas been done away with, and under our new Tenancy Act every 
tenant, whatever the length of his occupation, has been given permanent tenant- 
right. He cannot be ejected at the mere will of his landlord so long as he pays 
his rent and does not otherwise contravene the conditions of his tenancy. It 
was anticipated that the creation of this valuable tenant-right would lead to- 
subletting. To prevent this power being abused, subletting is allowed only 
for one year to meet emergent cases, when the tenant may be under a tern- 
porary disability to cultivate himself. But as he may evade this restriction by 
continuously subletting year after year, power has been given to the Revenue 
Officer acting under a notification of the Local Government to clothe the sub¬ 
tenant with all the rights of an occupancy tenant, if he finds that the tenant 
has been habitually subletting or managing his land solely with a view to obtain 
sub-rents. This brings into existence a new middleman, but, I am afraid, this* 
cannot be helped. Whether some such law can be made to apply to Berar, it 
will be for Government to consider. 

Q .—Is not the tenant rack-rented? 

A. —No. His rent is fixed by the Settlement Officer, except in the case of 
new lands let“ for the first time in the interval between settlements. 

Q. —Suppose 'in Berar you have a raiyat and he has a piece of land he does 
not want to cultivate. Is it not a fact that he can get as big a rent as he- 
likes ? 

A. —Yes, certainly. In the advanced tracts land is very much in demand 
and so long as the sub-lessee can get the wages of his labour and enough to* 
live upon, he is content. In fact he has to be. Thus the land-owners are able 
to get big rents. 

The President. Q .—You said that the Berar settlement was made 30 years 
ago. Were all the districts settled at once? 

A. —I do not know. 

Sir Percy Thompson. Q. —The first settlement was made in the sixties* some¬ 
where about 1865 or 1866? 

A. —Yes, but whether they were made at the same time throughout Berar, 

I cannot say. 

Dr. Paranj'pye . Q .—Even in the new settlement the increase in land revenue- 
can only be made at a certain rate, it cannot come to the proper standard. 

A. —Government in the impending new settlement in Berar has proposedi 
an enhancement of the assessment and the land-owners are up in arms. They 
are now able to make a very large income by subletting and without the ♦rouble 
of cultivation. This high sub-rent is purely an unearned increment the result 
of extraneous causes and not of anything done by them for their lands. It is 
mainly the result of high prices of cotton, prices which are regulated by world* 
causes. They naturally do not like to part with any of this profit, which thev 
have been appropriating to themselves for years. In other words, they, a small 
section of the community, want to deprive the community at large as repre¬ 
sented by the State of the right to participate to a reasonable extent in the 
profits which are mainly due to facilities created by the State out of public 
revenues. 

•Q .—What is your opinion about levying income-tax upon agricultural income? 

A. —Whatever may be the soundness of such a policy on theoretical grounds, 

I strongly deprecate it on practical and political grounds. In these days, the 
land-owning classes having a stake in the country are the mainstay of orderly 
government. If you once give them a grievance, your position will be extremely 
critical. In my opinion, no attempt should be made to tax agricultural income 
with all the attendant trouble and harassment of such a tax. 
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Sir Percy Thompson. Q. —It was liable to income-tax in the sixties, about 
1860 ? 

A. —When it was introduced by Mr. Wilson just after the mutiny, the* 
Bengal landholders strongly objected. But afterwards they gave in out of 
feeling of loyalty to Government, whose finances were in a critical oondition 
owing to the mutiny. But as soon as the financial necessity disappeared, they 
urged its abolition. And this was done, I believe, in 1886. Since then, agri¬ 
cultural income has been exempt from the income-tax. These are my recollec¬ 
tions. There is the further consideration that so far as the Central Provinces- 
are concerned, it will be extremely difficult to get at the real agricultural profit. 
The village lands, broadly speaking, are divided into two parts, tenancy lands 
and the malguzars * home farm. Dn the former, the owners receive rents, on 
which they pay the revenue assessment. They generally cultivate their home 
farm themselves and except such of them as are bankers, they do not keep any 
regular accounts, and in the absence of such accounts, it will be extremely 
difficult to ascertain the net profits. 

Dr. Paranjpye. Q .—You can fairly estimate it. 

A.— 'Fox the purpose of settlement*they put a rental value on it; if yon* 
charge inoome-tax on that, you simply add to the land revenue under the guise* 
of an income-tax. You would be thus upsetting the settlement engagement, 
at least that is how the matter will be looked at by the land-holding classes. 

Sir Percy Thompson. Q. —An income-tax could be graduated and you will 
have exemptions. 

A. —That again will give trouble. You will have to enquire into every case 
before you can allow exemption. Moreover, you will have to go upon tha 
artificial rental value of Sir. To that you will add the tenants’ rents. From 
these two you will deduct the land revenue and the village expenses and the* 
balance will, I presume, be taxed. All this will simply mean the settlement 
proceedings over again. And this I suppose will be carried on year after year. 
The harassment to the people will be very great and this will happen in every 
village; 

Q .—That is what is done in England. 

A. —I do not know, but you must remember that you have to deal with a. 
class of people here who have been accustomed to a certain state of things 
for years and years, and anything which breaks through the time-honoured 
custom will create intense dissatisfaction. 

Dr. Paranjpye. Q. —It is not the British Government that does it. It is- 
done under a system of provincial autonomy. 

A. —I can tell you that your Council ♦members will think twice before they 
do it. Even if they think that this ought to be done, they dare not do it. 
From one end of the country to the other, there will be an outcry. 

Q .— After all, the number of people subject to this kind of income-tax will 
be comparatively small. 

A. —They are the most powerful class in the country. 

Q .—They cannot control the votes in the Legislative Council. 

A. —They have great influence. Why do you go about it this way? If you 
want to get more out of land, you have only to add a small percentage to the- 
land revenue. I do not advocate this, but only show the way to do it. 

Sir Percy Thompson. Q. —It is unfair on the small holders. 

A. —You won’t tax the tenants, I suppose, but only the malguzars. 

Q .— It is possible even to tax the tenants. 

A. —You cannot do it. You will have to keep an agency of thousands of 
people before you can reach the tenants and the harassment will be simply 
intolerable. 

Q .— I suppose that 99 out of 100 would come within the exemption limit. 

A. —All the same, each case will have to be enquired into and dealt with- 
on its merits. I won’t think of touching the tenants. If you decide upon 
taxing agricultural income at all, it must be the proprietors* profits. 

Dr. Paranjpye. Q .—The malguzars keep 50 per cent, of the' rents them¬ 
selves. Can you reduce that 50 per cent, to a lower limit? 



A. —It is only on paper; what really happens is this: The tenants’ rents 
and what is called the miscellaneous income taken together 'plus the rental 
^alue of the home farm constitute the village assets upon which the land 
revenue is fixed. The tenants’ rents plus the miscellaneous income from 
forests, etc., taken together are in the majority of villages absorbed in paying 
the land revenue and the village expenses. The only source of income that, 
remains to the landholder is his home farm, and if he is a good agriculturist, 
he makes something substantial out of the home farm and this is what makes 
the village good marketable property. What you want- is to tax these fruits 
of the malguzar’s good husbandry. 

Q .—What part of the village constitutes the home farm? 

A. —The limit is fixed by statute; it cannot be more than one-fourth of the 
whole of the cultivated area except by special order. Up to that limit you can 
absorb anything you like in the home farm. Generally the best lands in the 
village constitute the home farm. 

Q .—The home farm can only be sublet to temporary tenants. 

A. —Formerly it could be sublet for any period; but the new Act has im¬ 
posed some restrictions. A sub-tenant of the home farm has no rights except 
guch as he may secure by contract. 

The President. Q .—May we take it that the political objection to an income- 
tax on agricultural income will equally apply to any attempt to replace tha 
present system by a western system of taxation of land? 

A. —I do not know what is meant by taxation of land. You have given th$r 
people proprietary right subject to the condition that they pay what is called 
land revenue. They had no proprietary right before. You made a gift of it sub¬ 
ject to the condition that Government would impose periodically a charge which 
vi^ill vary from certain percentage to certain percentage. Whether you call it a, 
tax or rent, or revenue it does not matter in the least. A man is bound by hia r 
engagement under the terms of the gift to give back to Government something 
of the profits of the property forming the subject matter of the gift. 

Q .—It is quite impossible to go back on that engagement. Your tenancy, 
and your rights in the land are one thing and the payment to Government js 
another. Supposing, as they do in Australia, you take a percentage on the 
capital value? 

A. —It is entirely foreign to my ideas. I cannot say anything as to that. 
We have been accustomed to this system of land revenue even under the Native 
Governments. It has come down from them. Whoever takes the land from 
Government has to pay a certain percentage of the profit which he makes 
out of the land in return for the use and occupation of that land. 

Q ..—I think we may take it that the incidence of the payment to Govern¬ 
ment, whatever you call it, varies in a most extraordinary way from time to 
time, from place to place and from system to system. 

A. —It did vary formerly. Government did not try to equalise the incidence 
all at once. In some places it was 80 per cent, of the assets before the British 
Government. When the British Government came and made the first settle¬ 
ment, it had to maintain the percentage, otherwise there would have been a 
very large sacrifice of the revenue which was being paid. In the northern 
districts which were under British Government for some time before, the per¬ 
centage was very much less, say, about 55 per cent. Government is now trying 
to equalize the whole thing throughout the Provinces. 

Q .—I take it that Government can never equalize it as between malguzari 
and raiyatwari. The Government share is half in raiyatwari ? 

A. —In raiyatwari it is much more than in malguzari , because in the case of 
the latter, the profits have been divided among three classes, the tenants, the 
malguzars and the Government. 

Q .—If one district were settled this year as against another settled 30 
years ago? 

A. —Such a thing is very unlikely to happen under the present system of 
• settlement. 

Q .—In some provinces they fall in year by year. 

A .—Here there is roster. Some districts are taken up this year, a certain 
number next year and so on. The whole province is dealt with by a system 
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of rotation. This enables one permanent expert settlement establishment which* 
has acquired experience in settlement affairs to deal with the whole province 
turn by turn, 

Q. —In the interval the district first settled will pay more. 

A. —I do not think there is any substantial difference. They do not leap 
up to prosperity all at once. 

Q. —If I may take a district in Madias— 

A. —I cannot say anything outside my province. That state of things, I do 
not believe, can happen in this province. 

Q. —If one Berar district were settled now? 

A. —The whole of Berar will, I take it, be settled in three years or so. 

Q. —Even if it were in three years, the district first settled would pay , a. 
couple of lakhs more than the district settled later. 

A. —That has to be put up with. 

Q. —The inequalities of the system are not a cause of complaint? 

A. —They only look to what they have to pay and whether it is a fair Bum 
considering the profits from all sources. 

Q. —The sum that a particular district has to pay is decided by the Settle¬ 
ment Officer, taking into consideration the fact whether it can bear it at the 
time he makes the settlement. 

A. —That is true, but he is bound down by what has gone on in the past. 
The Land Records Department of the Central Provinces is, I believe, perfect, 
the best in the whole of India, so far as I know. The Settlement OiffiCer has 
not now to make any minute enquiry into the rise of' prices, etc. The village 
papers up to the very last year of the settlement are available and they are 
very well prepared, subject to scrutiny by a series of officers and they can be 
taken as a correct representation of the rents which the tenants can pay. The 
village papers now constitute very valuable evidence in our courts. 

Q. —Have you seen the Central Provinces Land Revenue Bill? 

A. —Yes, I have seen it. I think it is a perfectly good Bill. There may 
be some difference of opinion as regards the details; but so far as the general' 
principles are concerned, they are perfectly sound. The Select Committee will, 
no doubt, thrash out the details. 

Q.— Won’t that severely limit the increase of land revenue in the future? 

A. —You can change it in the future, if circumstances justify such a change. 

Q. —Do you think there is any prospect of the Council ever passing an 
increase ? 

A .—I think there is, for the reason that the responsibility will pass a 
good deal into the hands of the people, and when they want more money for* 
improvement, they can only get it from land. Excise revenue is dwindling; 
as regards court-fees, etc., the Judicial Department is maintained out of them. 
The only source of revenue is land revenue and unless/they increase it, the pro¬ 
gress of the whole country will be at a standstill. The land-holding classes 
constitute 85 per cent, of the people. Already there is a revulsion of feeling. 
The agitation for long-term settlements is only now confined to the actual 
malguzars. 

Q .—rs there any agitation in favour of permanent settlement? 

A.—That is now a thing of the past. So far as the people at large are- 
concerned, they realize that it is an undue sacrifice of public revenue, permit¬ 
ting the landholders to keep to themselves the whole of the unearned incre¬ 
ment, which belongs to the State as representing the people. 

Sir Percy Thompson. Q. —You said just now that Government hfcd granted 
proprietary right subject to payment of land revenue; that is calculated with 
reference to the value of land. Quite apart from political considerations, wouljl 
you say that, because that bargain has been made by Government with the 
proprietor, it will be a breach of faith to impose a general tax all over tha 
country ? 

A. —There will be po legal bar to the imposition of any tax Government, 
may please to impose. 

Q .—It is purely a political consideration then? 
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A .—Yes; moreover you will be simply adding to the land revenue. What a 
malguzar makes out of the cultivation of his Sir is his real source of revenue,. 
Whatever he gets ,outside this he gives to Government. It is getting with the 
one hand and giving with the other. 

Dr. Paranjpye. Q. —He realises a good deal of nazarana. 

A ,—You cannot get at it. 

Sir Percy Thompson. Q. —Why not? 

A. —If people want land, they quietly go to the malguzar : one man says he 
will give Rs. 600, another Rs. 1,000. The malguzar gets the money and nobody 
is the wiser for it. Government is trying to get at it, but it cannot. When 
a man pays Rs. 1,000 as nazarana for a piece of land, the rent fixed is not the 
economic rent. The patwari is not told about it, nobody is told about it and 
land is ostensibly let at Rs. 10. But this 10 -rupees plus the interest on 
Rs. l t 000 is Ihe real rent 

Q .—The nazarana is a pure fraud on the revenue. If a malguzar takes 
nazarana t why shouldn’t, he lose his land, forfeit it? 

A .—This has become a common thing with the malguzars. They will simply 
deny having taken it. These things come out only when a dispute arises among 
the co-sharers for division of village profits and they go to court. The lam- 
bardar is the person who realizes the rents, lets out village lands and takes the 
nazarana. His co-sharers know about it. But very often this cannot be proved. 
The tenant who pays and the proprietor who receives the money only know 
about it. If you impose a drastic penalty like the one you propose, you 
must have good evidence to establish the commission of the prohibited act. 

Q.—You would only impose the penalty when you have good evidence, but 
it would check the practice if you did it in well-proven cases. 

A .—How can you prove it? 

Q .— Let us assume that the tenant can produce a receipt. 

,4.—He would not be given a receipt. The malguzar will only give him a 
patta showing that the land has been let to him at so much. The nazarana 
will not be mentioned in it. It is one of the fruitful sources of a malguzar*8 
income, for there is so much demand for land in advanced districts. In back¬ 
ward districts, of course, land is still available. 

Dr. Paranjpye. Q. —When the tenant dies, the occupancy ceases? 

A .—Only when he dies without any heir. It cannot exist unless there is 

somebody to own it. 

The President. Q. —The occupalfcy right is not saleable ? 

A .—It is not, and very rightly so. A big agitation was set on foot by 

people who wanted to acquire the occupancy right by transfer when the Bill, 
which is now our Tenancy Act, was before the Council. 

Dr. Paranjpye. Q. —The malguzars all opposed it ? 

A .—Be it said to their credit that in the interests of tenants they did 
support the principle of inalienability of tenant-right. Moreover, they would 
always like to have a say as to who is to be their tenant. 

•Q .—They will begin to let out their lands themselves. 

A .—The tenants are always in need of money but their lands cannot be 
got hold of by their creditor. There was a practice of appointing a receiver 
under the Civil Procedure Code, and thus frustrate the law of non-alienability, 
but this also has been put an ehd to by the new Act. Thus the tenancy 
land is immune against Civil Court decrees. 

Q. —It h practically inalienable land ? 

A .—Yes, except in favour of a person who is in the line of heirs. To such 
a person the tenant-right can be transferred. 

The President. Q. —if there is an attempt at transfer, the transferee cannot 
get the land, and if you do not preserve the tenant’s nght which has been 
subject to transfer, the malguzar would benefit. 

A .—Our Act provides against this contingency by conferring on any person 
in the line of heirs the right to apply to the Revenue Officer to be placed 



319 


4n possession of the transferred I holding. Failing such <*n application, the 
malguzar ^ould apply and get the land. 

Ur. Paranjpye. Q.— Can this right be wilied away if a man has no sons ? 

A. —-No, there is no power of willing a tenant-right. 

Q .— If he has no sons, will his brother inherit it? 

A ,—*Collateral succession has been extended to a male in the male line 
■of descent and ascent up to the 7th degree, including the tenant himself. 
That has made it more valuable, because formerly if a man had no son or 
widow, or daughter, tne land lapsed to the malguzar , except in cases where 
there was a co-sharer in the holding possessing certain qualifications. 

Sir Percy Thompson. Q.— -Can he sell to a relation of the sixth degree? 

A— He can sell it to anybody who is in the line of heirs. I think our 
tenancy law is an excellent piece of legislation. It has simplified the law 
and put an end to much wasteful and harassing litigation. 

The President . Q.— Is the tenant compelled to be himself the cultivator? 

A. —He may sublet the land for one year, if he gets, ill or if he happens 
to be a minor and is unable to cultivate himself. 

Dr. Paranjpye. Q. —Only for one year? 

A. —It can be renewed. 

(J .—But no permanent right can be created ? 

A. —No. Some people may take advantage of it and habitually sublet. 
There is a provision against this. 

The President. Q. —Does the subtenant secure the rights of a tenant? 

4.—If a Revenue Officer finds that an occupancy tenant is in the habit 
of subletting his land, never cultivates it himself and has not done so for 
a series of years, he can declare the sub-tenant for the time being to be the 
tenant and the sub-tenant will then have all the rights qf an occupancy 
tenant and the real tenant in that case would ■'be a mere rent receiver. That 
is a check upon subletting. This can only be done in pursuance of a notifica¬ 
tion by Government. 

y .—You said just now that the Councils, as time goes on, would be willing 
to draw an increase of revenue from the land. 

—I believe they must do so. The choice is between stopping all im¬ 
provements or raising more Avenue by increasing the land revenue. 

Q .—Do you see any such tendency on the part of District Councils? 

A .—They are not exercising their new powers of taxation. The consti¬ 
tuency is a substantially landholders' constituency. For instance, they 

have been given power by our new Act to impose cesses for education, for 
roads and for sanitation and such other purposes, but they have not yet 
exercised this power. Besides such powers for general purposes, they have 

been given power to impose tolls, market dues, registration fees on sale of 
cattle and such like, but these provisions of the Act are all still a dead letter. 

Do you think that land which is not used for agricultural purposes 

escapes taxation in towns? 

A. —It pays no taxes in towns. In Nagpur, for instance, land pays 

nothing to Government, except where it has been leased. 

Q ,—Does not that rather contribute to the fact that the municipal taxation 
dfalls more heavily on the poor man than on the rich man? 

—That depends on the nature of taxation. We have here both direct 
and indirect taxes. Under direct tax would come water-rate, conservancy 
cess. etc. 

Dr. Paranjpye. Q. —They are for services rendered. 

A .—Technically they are so. They are on a graduated scale. A man 
owning a house, the rental value of which is Rs. 10 a month, pays a certain 
?um; another who owns a house the rental value of which is Rs. 20 pays a 
iarger quota and so on. You have a regular sliding scale. 

'The President. Q. —But the maximum is very low. 
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A. —Yes. 

—Do you think that there is any hope of municipalities raising it? 

A. —Municipal bodies are bossed by people who have themselves to pa: 
taxes, and I am very doubtful if they would raise it. As it is, officials and' 
others, with low fixed salaries occupying rented houses, are taxed much more 
heavily than rich people living in their own houses. 

—Would it be proper for Government to impose a tax on non-agricultural 

land? 

A .—Is the Government prepared to cake the odium? I think Government 
has enough to do in the matter of its own taxation and should leave the 
local bodies to impose their own taxes. 

Q. —Would not the exemption of non-agricultural land from taxation give 
an unfair advantage to the owners of it ? 

A. —Except in large towns like Nagpur and Jubbulpore, most of our towns 
are malguzari village abadis of the settlement. 

Q. —In a malguzari village, the waste pays no tax at all. 

A .—If it yields any income in the shape of grazing dues, fuel or nistar , 
then it is included in the miscellaneous income for settlement purposes. 

Q. —Is it done from year to year? 

A. —It is done at the settlement. 

Q. —So that a malguzar, who had a large amount of waste, may now derive 
quite a large income. 

A .—It was so under the old settlements of the sixties. Now there is very 
little land left in the advanced districts. Almost all culturable land has- 
been taken up and brought under the plough. Only bad land, which cannot 
be profitably cultivated, can now be had in the villages. 

Q. —If such land is cultivated, it does not pay anything? 

A.—No. It is left for grazing purposes. All land which is capable of 
being made a fruitful source of income by cultivation has been brought under 
the plough or is being rapidly so brought. 

Q. —We are continually being told that there are millions of acres of eultur- 
abie land which ought to be cultivated in India generally. 

A. —In the forest tracts you have such lands, in the malguzari areas, I 
believe, there is very little land now left except in wild districts like Betul 
and Mandla. In the advanced districts you will hardly find any such land 
and this process is constantly at work with the growth of population. 

Sir Percy Thompson. Q. —Have you got any views on the system of 
administration of income-tax in this province? 

A. —No. I have not. I hoar, of course, complaints that the accounts are 
carefully scrutinised and people are made to wait for days and that creates 
some trouble. But it is due largely to the fault of the people. If they do not 
keep proper accounts it can’t be helped. Many people come to me for advice 
in the course of my profession. I ask them “why do you not keep full and 
accurate accounts”. If people will keep slovenly accounts as many do, they 
are themselves to blame. Of course, some honest people also do suffer. It is 
also a sore point that the trading classes are obliged to disclose their accounts 
and their financial position to the income-tax officers. But I am afraid this 
cannot be helped. 

The President. Q .—Is there any way of bringing public opinion to bear? 

A. —There is no chance. Everybody is interested in paying as little as 
possible to Government. Perhaps, that is human nature all over the world. 

Q. —Coming to the question of stamps, is there any class of transaction 
you can suggest that might pay more to the State? 

A,—You can tax mutation of ownership in the case of land. Whenever 
there is devolution by inheritance or transfer by gift, or sale, or usufructuary 
mortgage, the people may be made to pay. They can have no right to- 
complain. For instance, a man dies leaving a large amount of immovable pro¬ 
perty, something may be taken by way of tax on succession in such a case. 



Q .— Would you approve a provision of law that all dispositions of property 
should be in writing? 

A.—Everything has to be-" in writing under the Transfer of Property Act 
in the case of immovable property. There can be no transfer without a 
registered instrument, except when very small sums are involved. 

Q .—In the case of succession? 

A.—When malguzari rights are involved, there must be mutation of names 
in the village registers. A small fee is charged for this under the Land 
Revenue Act. I think this is a perfectly legitimate source of taxation. It 
will not create any trouble in administration. 

Q .—Are there any documents on the registration of which it would be fair 
to charge something more? For instance, transfer of property and so on? 

A.—You have to pay a stamp duty on transfer and the fee has been 
increased. These are only administrative acts and they do not require any 
legislative sanction. 

Q .—Do you think that the revenue that is being got from that source is 
as much as it can be or do you think that there can be something more? 

A .—Something more can be had, I should think. 

Q .—What do you s-y about the recent increase in court-fees? 

A. —Nobody feels it. Litigation is more or less a gamble. Once a man 
gets involved in it, he will spend any amount to gain his object. My advice 
is often disregarded and cases are filed which should never be filed. 

Q .—You do not think that there is any denial of justice through the 
increase of court-fees ? 

A. —I do not. The percentage of increase is small. ^ The Court Fees 
Act was passed in 1870, and since then the value^of everything has gone up, 
-and why should there not be an increase in the revenue? The cost of the 
administration of justice has largely increased. 

Q. —The increase is not proportionate to the general rise of prices ? 

A. —No; it is not, I think. 

Q .— With regard to excise, are you an advocate of prohibition? 

A.—^No; I am not. Because you can never stop drinking by mere abolition 
■of the excise duty. There will be illicit distillation from one end of the 

country to the other. Every household can have illicit distillation. It is 
very easy. 

Q. —Is it reaching that stage already? 

A.—I do not know. The Revenue Officers say that illicit distillation 

is increasing. 

Q .— At present the people who take to illicit distillation are punished by 
means of fine. Can that stop the illicit d'stillation ? 

A.—I do not know how it can stop it, because it pays the man. This habit 
of drinking is very strong in some of the classes, and you can never stop it. 
It will take years and years of educative. propaganda. 

Q .—Suppose you provide, as other provinces do, for a maximum amount of 
imprisonment. What is your opinion about it? 

A.—I do not see how you can stop it by these methods. We have to change 

the mentality of the people. Till now some good has happened in this 

direction. Formerly, no caste panchayat could take place without drink and 
that was also the case with some festivals like marriages, etc. But now that 
has been stopped. No drink is given at panchayats. That is the only good 
that has resulted up till now. In order that this may abide, a public opinion 
against drink must be created. That is the only effective method of stopping 
“this ruinous habit. 

Q. —What is your opinion of the net gain or loss to the community that 
results from such a restriction of shops and increase of prices, coupled with 
the policy of punishment which fills the jails with these people? 

A.—I do not think you can make \the people temperate by this sort of 
artificial means. It is not .possible to do it. After all for one man who is 
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honest there will be a dozen dishonest people. You would have to maintain 
a regular army of spies and inspectors and such agencies to detect cases of 
illicit distillation. And what harassment it will lead to? They say it is the 
simplest thing in the world to prepare liquor. When the man is preparing, 
illicit liquor and the detectives are at his door, he will just throw away the 
contents of the pot and put in it some grain and say “I am cooking my food/' 
So you cannot detect it. Moreover, if any man goes to the village for purposes 
of detection, the whole village will be up against him and he will be 
maltreated, perhaps murdered. This will happen in jungly villages among 
the aborigines. 

Q .—Am I right in thinking that it is a choice between two evils, one 
allowing and the other creating a number of criminals ? 

*4.*—It comes to that. After all these poor people want something after 
their day’s hard labour, although in some cases this is carried to an extreme 
length. Unless you substitute something for these liquor shops where these 
people can go and refresh themselves, things will go on as they now go on. 
In England, I think, they are trying to have coffee houses and no such attempt 
is being made here. 

.As you go about, have you seen much of drunkenness? 

A. —-Very seldom yon come across it here. 

Q .—Have the evils of drunkenness been brought to your notice in the course 
of your profession ? 

A —-No. 

Q .—Any moral deterioration of the people ? 

A .—I do not think so. 

Q .—Can you compare the state of affairs now with what it was when you 
were a young man ? 

A .—It is very difficult to say; because of late I have not been going about 
But I do not believe there has been any deterioration. 

Dr. Paranjpye. Q >—Do you think that the people spend money on drink 
which ought to be properly spent on their food 1 

A ■—Not among the higher classes. But among the lower classes, they do 
spend a lot on drink, which ought to be spent on their food. 

The President . Q .—Would the stoppage of drink result in a large increase 
in the taxable capacity of the people? 

A. —In the first place you can never stop drink. You know even our Gods 
had their favourite drink. And even if you can stop it, it will not result 
in an appreciable increase in the taxable capacity of the people. 

Q .—What do you say about a tax on tobacco ? 

A .—How will you tax that unless, as you have done in the case of opium 
and ganja , you restrict the cultivation and take control. Every man can 
grow tobacco. They have got their house in the abadi and behind it there is 
often a small plot where they grow a small quantity of tobacco. 

Q. —May .« suggest this? You can sell by auction the monopoly of vend in 
a tahsil and coupled with that you impose a limit to private possession—say 
two seers—and you provide that every person who wants to sell the tobacco 
must sell it to the licensed vendor. The licensed vendor, having the monopoly, 
would have a preventive force. 

A .—There may be trouble between him and the people of the locality who. 
will always be against him. . It is not like liquor. 

Q ,—Suppose you allow something for private consumption? 



A. —But where will you draw the line? 

4?.—In France they allow 5 tobacco plants for home consumption. 

A. —I do not know whether it will be worth the game. But if you can 
conveniently tax it, say at a small rate, I think you may attempt it. 

Q .—It is a thing about which Government should be very cautious? 

4.—Yes. 

Q. —What do you say about the salt tax ? 

A .—I think it is a legitimate source of revenue. Of course, if you make 
the rate very high, the price will rise. 

Dr. Paranjpye. Q .—You do not consider the present salt tax to be a great 
burden ? 

A .—At least nobhdy feels it. When the duty was first increased, there was- 
a rise in price and nt was legitimate on the part of the dealers to have done 
so. But that has now settled down. 

4>.-—Would the substitution of tobacco tax for the salt tax be a popular 
measure ? 

A .—It is very difficult to answer that. Tobacco, of course, is a sort of 
luxury whereas salt is not a luxury. Nobody can do without salt, although he 
can get on without tobacco, though people are as much addicted to the latter as 
to the former. But I do not see why one should take the place of another. 
If you want tobacco tax, you can have it in addition to the salt tax. 

The President . Q. —What do you say about tax on succession and inherit¬ 
ance ? 

A. —There is no such thing as succession in our Mitakshara joint families. 
That is the difficulty. As soon as a man is born, he acquires a right in the 
ancestral property, and when he dies the share or interest of the remaining 
members of the family is simply augmented. 

It is suggested that you should tax the share of the deceased member 
when he is more than a certain limit of age. 

A .—Then you will have to make so many enquiries about the details. 
Moreover, except when there is a son, the share is distributed among the 
surviving members. 

Q .—That can be easily done in these parts. 

A. —I don’t think it is so very easy. 

Q.—Suppose it can be got over and administrative difficulties, if any, are 
removed. Would you be in favour of the tax ? 

A. —Yes. It will be a legitimate source of revenue. If a man dies leaving 
a lakh of rupees, there is no reason why his son or anybody else who gets 
the property should not pay a share to the Government. It is a perfectly 
legitimate way of adding to the public revenues. But I think that the 
administrative difficulties are many in the case of joint families. 

4?*—In the case of a joint "family, what would you say to making an annual 
charge on the property ? 

A. —But this will not be a succession duty but a tax on possession of 
property. 

<2-—Has it been your experience that the increase in the income-tax rates 
has tended to break up the joint Hindu family ? 

A .—How can that be ? 

Q .—I think it was Pandit Malaviya who said in the Assembly that the new 
tax sounded the death knell of the joint Hindu family. 

x 2 
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A.— That may be a fine phrase to put before the Assembly. But I do not 
see how that can be. 

Q. —It resulted in so many partitions in order to escape income-tax. 

A.—I do not think partition is ever made simply to evade income-tax, 
at least not in this province. 

Q .—Would the imposition of succession duties have any effect «f that 
sort ? 

A .—If the property is split up into shares, then duty will have to be 
paid on the shares. 

Q —That would be if the succession duty is only on the shares; but it has 
been suggested that you should tax the whole estate on the death of the 
managing member. 

A, —Then the others will say ‘‘We are not dead, why do you tax us” ? 

Sir Percy Thompson. Q. —Is not generally the headman a man of fairly 
advanced years ? 

A .—Not necessarily. Seniority is, no doubt, a qualification, but generally 
the most capable member of the family is made the head. 

Dr. Paranjpye. Q. —Is the manager system existing in these parts ? 

A. —Yes. But, of course, the old system is gradually dying out. 

Q. —You do not find any second cousins or members of that sort in the joint 
family ? 

A .—You are right there. 

Q. —Whenever the family becomes big and the relationship more and more 
remote, the family gets separated into a number of smaller families ? 

A. —Yes. 

Q. —So the difficulty is not so great now as it was, if you want to find out 
a system of taxation. 

A. —But you find that though several brothers quarrel among themselves 
and live apart, especially because their females disagree, they do not divide the 
estate. The estate remains joint, though they live and mess separately. 

Q.—Have you ever considered a proposal that has been made to us that 
the registration of marriages should be made compulsory and a fee levied on 
them ? 

A, —No. But if you do that there will be a great row. 

The President. Q. —It is really being done now "by District Boards in the 
case of Muhammadans in the Punjab. 

A .—Among Muhammadans marriages are a matter of contract. They have 
to go to a Qazi and they have to pay a certain fee to him and perhaps some¬ 
thing more is added to it as a tax. The machineiy is there and you utilise it. 

Dr. Paranjpye. Q. —We have in Poona a tax on musical instruments when 
they are played in streets. We know that marriage processions will not go 
out without music. So a tax on musical instruments means tax on marriages. 
Those who engage the musicians have to pay the fee. 

A .—I cannot say anything as to that. 

The President. Q.— Another suggestion is that you should levy a tax on 
dowries. 

A .—We have no cash dowries here. The presents are made in the shape of 
ornaments to the bride and you cannot tax them, without evoking great 
discontent. 
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Q .—D<3es not a graduate son-in-law command a high price ? 

A .—It has not come to that stage here. Even in Bengal the students do- 
not now allow themselves to be sold by their fathers to the highest bidder. 

Q .—Have you any views on the octroi and terminal tax ? 

A. —I have very strong views regarding these taxes., I consider terminal 
tax better than octroi. Octroi has special significance in this Province. It 
has come down from the time of the Mafirattas and the people are accustomed; 
to it. It will be very difficult to raise by any other tax the amount that is 
realised by octroi. I take the example of Nagpur in respect of this tax. We 
raise about five lakhs of rupees net by octroi, which it would be impossible to 
raise by any other system such as house tax, etc. If you introduce house tax 
in place of octroi, people will be subjected to numerous difficulties and harass- 
ments in the matter of assessment, etc. We have direct taxes such as water- 
rate and conservancy cess by which we realise about two lakhs and seventy 
thousand. The trouble we are put to realise this is much greater than in the 
ease of octroi which gives us about 5 lakhs of rupees. Of late, however, octroi 
has become a wasteful system because of the refunds. Terminal tax is un¬ 
doubtedly better than octroi. It is nothing but octroi on a few articles in 
general use at smaller rates without refund. But the Government of India 
would not give us a free hand in imposing it. It is only under the new Act 
of 1923 we have got power for its imposition and we are going to utilise this 
power. Under the octroi system, it is only 10 per cent, of the people that pay 
and the remaining 90 per cent, never pay. 

Q. —You, say that, only 10 per cent, of the people pay? 

A. —Yes. 

Q —What class do they represent? 

A. —They represent the trading classes who are able to take care of them¬ 
selves. The tax is so small that there is no question of shifting the burden 
from one shoulder to another. For instance, take grain, the octroi is only a 
fraction of a pie or so on a rupee. No bania raises the rate of grain because 
he has to pay octroi on it at this small rate. 

Q. —The value is regulated by the export price ? 

A. —Yes. 

Sir Percy Thompson. Q .—You say you realise about five lakhs of rupees 
through octroi, and you also say that it is difficult to realise that amount by 
any other way. Supposing the traders have got a fund out of which they pay 
this five lakhs of rupees, surely you can get it by some other way ? 

A. —When they import into the town, say, one hundred rupees worth of 
goods, they won’t mind paying two and half rupees more, which is a little more 
than the octroi. If you tax them directly, they will have to pay a much 
higher rate than this and they will feel it. 

* 

Q. —Supposing one man pays one rupee at a time, and in the course o* the 
year he pays fifty rupees in this way ? 

A.—Traders do this hut they never complain. They will certainly not agree 
to exchange this for a periodic recurring tax on their houses or on their 
income. You may have profession tax if you like, but then it will have to be 
very high before you can raise from it five lakhs of rupees. All these objections 
would disappear as soon as you introduce terminal tax. It will be a small 
charge on the principal articles of consumption. Octroi is objectionable 
because it. has to be levied on the value of the article. No doubt, it is an 
unsatisfactory feature. But in the case of terminal tax, you will realise on 
weight or carts. 

The President . Q .—You cannot have this tax unless the place is a railway 
station? 
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Q. —Is there not much corruption due to octroi ? 

.4.—Well, there may be some corruption. But in Nagpur the administra¬ 
tion of the tax has been well done. There is very little corruption. Of course 
it is impossible to keep out corruption altogether when you base it upon the 
value and the agency is low paid, as it must be. 

Dr. Paranjpye. Q .—People are subjected to delay especially if they do not 
pay something tc the octroi assistant ? 

A.—If a hundred rupees worth of goods is brought by a man he ought to 
pay two and half rupees. We shall say, he will go to the octroi clerk and ask 

him to value them at fifty rupees and they share the difference at the ex¬ 

pense of the municipality. 

The President. (J .—Why should you not levy octroi on the weight? 

A .—That is because of the refund. Otherwise there will be no difficulty in 
doing so. In fact, the terminal tax we have proposed will be on weight. 

Q. —Then you say that terminal tax can be levied where there is a railway 
station, why do you say so? 

A .—Because of the trouble that will be saved by it. When a man brings 
goods by the railway, his consignment receipt will show the weight of the 

goods he has brought and the municipal tax collector will levy a tax on this 

weight. 

Q. —Is not the terminal tax levied on the carts? 

A. —Yes, on goods coming by road. 

Q .—I do not quite see why you should say that terminal tax cannot lie 
imposed where there is no railway station ? 

.1.—I say that it should be imposed where there is a railway station 
because it is m< rp convenient, and also it will pay more, and then in small 
towns you cannot raise much by this. In small towns there is the haisyat tax 
which is practically an income-tax. In small towns you cannot have any 
other tax because it won’t yield sufficient income. It is only in towns where 
there is a railway station and large imports that you can expect good income 
out of the terminal tax. 

Q .—Does it not tend to become a transit tax ? 

^4.—I am opposed to this view because of this reason. Tor instance, 
Nagpur is a centre for imported articles for all the surrounding villages. 
People who come here to purchase or sell their goods, enjoy the benefits of 
the municipal institutions, such as well-ordered roads and markets, water- 
supply, sanitaton, etc., and they must pay for them. They must pay some¬ 
thing for all these conveniences, and it is such a trifle that they do not mind 

paying it. In fact they do not know tljat they pay. 

Q .—Supposing the cotton dealers were to combine together and build a 
market just outside the municipal limits of Nagpur, what will you do in that 
case ? 

A. —I do not think that such a thing will ever happen here; because we 

have big centres of cotton trade here. There are the two cotton mills, the 

great exporting English firms, numerous presses and ginning factories. These 
will not go out of the town, and so long as they do not, the villagers bringing 
cotton from their fields will never find a good market for their produce any¬ 
where except in the Nagpur municipal market. Moreover, there are many 
facilities here, good water-supply, strict supervision over brokers, fire extin¬ 
guishers, etc. 
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A. —I do not think anybody has made the attempt either in Nagpur or 
anywhere else in this province. 

Q. —Does not that result in undignified squabbles as in Agra? 

A .—Nothing like that has happened here at any rate. 

Q. —You have no tax on agricultural lands ? 

A.—No. Of course, there are some fields which formerly belonged to 
mcdguzari villages, but they have in large towns been turned into bastis and 
•are being so converted with the growth of the town. 

Q. —Have you any taxation on tobacco under octroi ? 

A.—Yes. 

Q .—Have you any corresponding rates for the crops which are grown within 
the town limits ? 

A.—None is grown. Nobody would take the trouble of growing anything 
in the town. 

Q. —I would cite the Punjab where they had to impose a corresponding duty. 
In France there is an octroi on such kind of crops. 

A.—We have none here. But we have octroi rates on tobacco, a higher rate 
•on the manufactured and a lower rate on the unmanufactured article. 

Q. —Can you justify octroi on economic grounds ? 

A.—The most convenient way of raising the tax is the question. It is not 
a question of theory, but of practice most congenial to the people. We have 
•only to consider what is the best way of raising a revenue while giving the 
people the least trouble and herein lies the justification of the terminal tax. 

Q. —You do not admit the charge that it is a rigorous tax ? 

A. —No. On the other hand, it is a very popular tax in this part of the 
country. If you were to give a choice to the people for any tax, they will 
unanimously cry for the octroi, better still, the terminal tax. 

Q >—In the village, does not the mahajan and the trader escape all the 
taxes ? 

A.—It may be so. But in future he will have to pay for sanitation, educa¬ 
tion, etc., in the form of a cess. I think the commercial or banking classes 
do not pay anything for these objects just now in the villages, which are not 
municipal towns or sanitary areas. 

<3-—Still you have the village police chiefly for the protection of the banker? 

A.—Yes. You mean the village kotwal. Everybody who lives in the village 
has to pay something to this kotwal. It is levied on the lines of a cess. There 
is no definite law on the subject. It is by a sort of mutual agreement and 
long custom between the parties, though there is no law compelling any¬ 
body to pay it, except in the case of agriculturists and landowners. 

Q ■—Is kotwal a member of the thieves class ? 

A.—No. Here he belongs to the depressed classes. They are a decent set 
•of people. 

Q ‘—What do you think of taxing betel? 

A.—The municipality has already done it. I do not think you will tret 
much by way of an imperial tax from this. The difficulty is about taxing the 
whole country, 6 

Q.—Do they sell betel and tobacco in one and the same place? 

A.—-I think so. They sell betel, tobacco, cigar and cigarettes and match 
I>oxes in one and the same place. 
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Q .—Would you approve taxes on patent medicines? 

A .—There are very few of them in Nagpur. We have not got here patent 
medicines as in Calcutta. It is also very difficult to judge which is a patent 
medicine and which is not. I do not think it will bring much money. 

Q .—What about advertisements ? 

A .—Certainly they can be taxed. 

Q .—You can tax cinemas also ? 

A .—Yes. It can be taxed. I should like very much that the cinemas in; 
Nagpur be taxed. 

Q .—One of the witnesses said that it is a necessity of life from the point 
of view of education. 

A .—That may be the ideal, but unfortunately it is not so in practice. It 
is not intended for that purpose, at any rate not in these parts. I would 
certainly tax them. Of course, cinemas used for educative purposes by school, 
authorities should not be taxed. 
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18th February 1925. 

Lucknow. 


Present : 

Sir Charles Todhunter, K.C.S.L, I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.L, I.O.M., Maharajadhiraj^ 
Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jogendra Singh. 

Dr. It. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Mr. B. D’O. BARLEY, C.I.E., Chief Engineer, Sarda Canal, 
Public Works Department, Irrigation Branch, United Pro* 
vinces, was examined. 


Written memorandum of Mr. Darley. 

Q. 15 .—The rates charged for irrigation in the United Provinces are based" 
roughly on the quantity of water utilised by each class of crop. Thus on 
the Upper Ganges and Jumna Canals where the rainfall is low and the demand 
for water great, the irrigation rates are high. In Rohilkhand where the rainfall 
; and spring level are high and the crops take fewer waterings, the rates are 
correspondingly low. 

Of late years, the value of the outturn has increased and the cqst of 

canal maintenance has gone up enormously, while irrigation rates have not 

advanced in anything like the same proportion. These rates are therefore low, 
though the principle on which they are based is sound. 

Undoubtedly the best method would be to sell water by volume, but this 
is impossible owing to the difficulty of measuring the quantity supplied to each, 
consumer and no simple form of meter has yet been devised except at a erst 
which would be prohibitive when the enormous number which would be required 

is taken into account. There are about 60,000 outlets, each supplying numerous 

consumers and even if outlets could be provided with meters it would still be 
necessary to face the difficulty of assessing the quantity taken by the various 
cultivators supplied from each outlet. 

It is impossible to base irrigation rates on the actual cost of the canal 
which supplies the water. The effect of any such arrangement would be that 
cultivators supplied by water from famine protective works, which are generally 
very expensive, would have to pay far more than those cultivating rich lands 
not subject to famine which can often be supplied with irrigation water at a 
cheap initial cost and which are in a position to pay far more than the poorer 
soils usually found where protective works are necessary. 

The proposal to increase the land revenue for “ nahri ” land would be very 
sound were it possible to give assured supplies every year. In dry years when 
supplies are short, considerable areas must go without water or at least with 
reduced supplies. In such years it would be a matter of extreme difficulty to. 
assess the remissions which -would be necessary and it is more equitable therefore 
to charge water rates on those fields which actually get water. 
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The canals having been built to supply water to certain areas, it would 
obviously be impossible now to alter this and give the water to the highest 
bidder. The present consumers have rights which cannot be denied and it 
would be impossible to withdraw water from areas which have received it in 
the past and give it to the areas where the owners bid higher 

The present system is the best possible under the circumstances and it is 
only necessary to consider the rates charged now with a view to raising those 
which are inadequate. 


The following table shows the rise in value of the principal crops per acre 
in the last 20 years and the rise in the irrigation rates in the same period 
for the Upper Ganges Canal and Jumna Canal systems :— 



Mean value per acre. 

Irrigation bates fob flow 





IRRIGATION PER 

ACRE. 

Crop. 









Percen- 


Percen- 


1903-04. 

1923-24. 

tags 

1903-04. i 1923-24. 

tage 




increase. 

i 

I 

increase. 


Rs. 

Rs. 


Rs. A. P. Rs. A. P. 


Sugar-cane . 

100 

180 

80 

6 10 8 I 10 0 0 

50 

Rice .... 

22 

45 

100 | 

6 10 8 ; 7 8 0 

15 

Cotton 

29 

58 

100 

2 0 0 i 3 0 0 

50 

Wheat and Barley 

36 

70 

95 

4 0 0,5 0 0 

25 

Gram .... 

20 

40 

1U0 

2 0 0 2 8 0 

25 


During the same period the working expenses of the Upper Ganges Canal 
have risen from Its. 10,64,499 in 1903-04 to Rs. 19,40,665 in 192324, an increase 
of 82 per cent and other canals in proportion. In America the ratio of 
water rate to value of crop raised per acre varies from one-fifth to one sixth, 
while in Egypt the ratio is about one-seventh. As will be seen above, the 
ratio for these provinces (except in the case of rice) averages about one- 
sixteenth. 

The cost of well irrigation varies with the depth of water below the surface, 
but roughly it may be said to average Its. 40 to Rs. 60 per acre of sugarcane, 
Rs. 15 to Rs. 25 per acre for wheat and barley and Rs. 8 to Rs. 10 per acre 
for gram. Compare these rates with those paid for canal water and it becomes 
at once apparent that the canal water rates are far below the commercial value 
of the water. The net profit from sugarcane is undoubtedly greater than that 
from any other crop and repeated attempts have been made to raise the rate 
for that crop to some figure more nearly approximating the value of the water 
supplied. The quantity of water utilized by sugarcane is about 3 times that 
required for wheat. If therefore Rs. 5 per acre is the correct water rate for 
wheat, the rate for sugarcane should be Rs. 15 per acre and cultivators of 
this profitable crop could well afford this figure. Over 300,000 acres of sugar¬ 
cane are irrigated from canals every year and an increase in the irrigation 
rate would be a valuable asset to the Province. 

A Bill is about to be introduced in the Council fixing irrigation rates with 
reference to prices; unless prices rise or fall considerably no alterations will 
be possible in future without recourse to the Council. This is very reasonable 
it is only a pity that the rate for sugarcane cannot be fixed at a more reasonable 
figure before the Bill is introduced. 

Q. /ff.^The State should certainly take a fair proportion of the increased 
value of land due to the introduction of new irrigation. At present an owner’s 
rate is charged equal to one-third of the occupier’s rate until the revenue rates 
are readjusted at the next settlement. No owner’s rate can be imposed in any 
village which has previously received canal irrigation—however small—prior to 
tITe last settlement; nor can owner’s rate be imposed on any field classed as 
wet from any source at settlement, though such land may only be irrigated 
from earthen wells and the wet rate differ little from the dry rate, while the 
introduction of canal irrigation will enhance the value nearly as much as though 
the land had previously been dry. For these reasons the State does not get a 
fair proportion of the increased value of the land and the total amount of 
owner’s rate levied during the year 1922-23 was only Rs. 89,024 for the whole 
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Province, though the area receiving new irrigation since previous settlements 
was very considerable. No doubt this state of affairs will be adjusted gradually 
as settlements take place, but it is doubtful even then if it is possible for 
a Settlement Officer to increase the land revenue to the necessary extent to 
ensure that the State gets its fair share of the increased value of the land. 
The fixing of this fair share is a matter for the Revenue Authorities rather 
than for a Canal Officer, but I believe fifty per cent of the net increase has 
•been recognised as the fair proportion in the past though it is doubtful as 
stated above if anything approximating this percentage has ever been taken. 


Mr. Dartoy gave oral evidence as follows 

The President. Q. —You are Chief Engineer for the Sarda Canal only? 

A. —Yes. 

Q. —Not for the whole of the irrigation of the province? 

A. —No. 

Dr. Hyder. Q, —Regarding the system of charging rates for water, you 
fitfst ascertain the area every season, then you ascertain the kind of crop that 
is grown and vary the charge according to the kind of crop grown and the 
logical deduction from that is, if there is no crop, there is no charge. Does 
that represent accurately the system that is in force? 

A. —Yes. 

Q .—You say that the cost of canal maintenance has gone up. Could you 
give us some figures for the last* five years ? 

A. —I have given one figure for the Upper Ganges Canal. I haven’t got 
the others here. If you take them for the whole province, they will not re¬ 
present exactly how the cost has increased, because new canals have been 
opened up and therefore it would look as if the cost has gone up by more than 
has actually happened. The working expenses of the Upper Ganges Canal 
have gone up from Rs. 10,64,000 to Rs. 19,40,000 odd during the last 20 years. 
I shall send you a statement showing how the cost of maintenance of the 
various canals has increased. 

'You say that the system of charging by meter is not practicable. • As 
an Irrigation Officer, do you make a distinction between the system of charging 
by meter and the system of charging by module? 

A. —A module is not a meter. It is to a certain extent a semi-meter, but 
not a real meter, A certain quantity of water only can go through the module 
but it does not measure the amount which passes through. 

Sir Percy Thompson. Q .—You have to take into account the time factor 
in addition ? 

.4.—Yes. 

Dr. Hyder. Q .—The Irrigation Commissioners reported on this matter and 
they thought that the system of charging by module was perhaps better. 

A .—I do not know how you can charge by module unless you have some 
form- of meter. In a module the factor of time would not come in. A module 
is a contrivance by which, whatever the head of water in the channel, the out¬ 
let does not pass more than a certain quantity of water. 

Q .—They make a distinction between module and meter and on account of the 
factors which you have mentioned they think that the United Provinces are 
not quite the province for the meter system, but that something should be 
-done with the module system. 

A. —How are you going to arrange this? There are about 60,000 outlets 
for which you can substitute modules. Each one of these supplies a small 
village irrigation channel which in its turn supplies a number of consumers. 
How are you going to measure the water taken by each one of the consumers 
of that channel? If you had a big zamindar who was willing to pay for the 
whole village and afterwards collect from the tenants, it could perhaps be done. 

Q .—Do you think such a system is practicable ? 

A. —I am afraid it is not; there are generally so many pattadars that it is 
very difficult to tie one pian down to collect the revenue of the whole village 
or distribute the water fairly. 
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Q .—The pioneers of irrigation, Sir P. Cautley and Colonel Smith, gave a trial 
to this system and gave it up. They found that the difficulty was due to the 
fact that there were many consumers and that if the people had been organized 
co-operatively or if the water had been made over to the zamindars on some 
system of lease, perhaps The system of charging by volume would have had 
better results. 

The Hon’Me Sardar Jogendra Singh. Q .—What about the Italian system? 

A .—I am afraid it is not possible in these provinces at present. There would 
not be the co-operation. We have enormous difficulties in the distribiition of 
water even between villages. Say, for instance, we have an outlet which sup' 
plies three villages and the channel is open fos a certain period. Each village 
gets its number of days in the week when it would be supplied with water. 

Dr. Hyder. Q ;—May I suggest this? You give the water to the zamindar 
and you charge him a certain amount. On the other hand, the administrative 
department fixes the maximum amount that the zamindar could recover irom the- 
occupier. You will then avoid the difficulty of seasonal assessment every year 
and you will get quite a large sum from a few people. 

A. —How would you manage in dry years when certain consumers do not get 
the supply or certain zamindars do not get the full supply? Our canals are very 
different from those of the Punjab Or Bihar. Here we have got a fairly high 
spring level and people can grow crops from w T ell irrigation, whereas in the 
Punjab the spring level is so low and the rainfall so small that all the area 
sown has to be irrigated. Here, one portion of the village is irrigated one year, 
another the next and irrigation is also done by means of Icatcha wells. Irriga- 
lion fluctuates tremendously. 

Sir Percy Thompson . Q ,—What is a module? 

.4.—A module is an outlet which is such that more than a certain quantity 
cannot get through it at a time. 

Q.— There is some device which makes the water constantly pass through, 
whatever the height of the water is. 

A. —Yes. 

Q. —It is really a particular kind of outlet. 

A .—That is so. 

The Maharajadhiraja Bahadur of Bur divan. Q. —If you had middlemen, viz 
zamindars through whom the supply was arranged, would not there be this diffi¬ 
culty that some tenants would get more water t han others ? 

A, —It is quite possible. It is difficult to have such a system unless you have- 
very active zamindars who look after their tenants properly. 

Dr. Hyder. Q .—On page 330 of yOur statement you say that in America the' 
ratio of water-rate to value of crop raised per acre varies from one-fifth to one 
sixth; while in Egypt the ratio is about one-seventh. The ratio for these pro¬ 
vinces (except in the case of rice) averages about one-sixteenth. Do you think 
it is quite fair to compare the United Provinces with Egypt? Is there nothing 
missing such as land revenue? 

.4.—I am afraid I am not sufficiently conversant with Egypt to be able to say 
really whether it is fair or not. 

t ).—You refer to a Bill which is about to be introduced in the Legislative 
Council and you say that the rates are to be based on the variations in prices. 

If pricc-s go up by a certain amount you will be entitled as a matter of course 
to vary the rates upwards by a certain percentage. The difficulty is that they 
are going to base the prices with reference to the figures given in the volume 
of Prices and Wages in India. Do you think the figures in this are quite 
reliable ? 

A .—I thifik they are as near as they can possibly be. As nothing will be 
done unless the prices increase by a matter of 12^ per cent., the margin is so 
great that if there is any small error it -would not matter. 

Q. —The Settlement Officer who settled the Bulandshahr district says that it . 
is not possible to separate the factor of irrigation from other sources which send 
up the values of crops. I do not see how you are going to manage your affairs 
better by the system of fixing rates with reference to prices. 
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A ,—It is not ideal and I think that has been realized, but it is only way you 
can bring irrigation within the purview of the Council. It is reasonable. un¬ 
less the prices rise by 12£ per cent., we cannot increase our irrigation rates. 

Q. —Have you got a large amount sunk in the protective canals? 

A. —The capital expenditure at the end of 1924 on protective works was Es. 2 
crores and 91 lakhs. 

Q. —Out of 13 crores? 

A. —Yes, that is about the capital expenditure. 

Q .—People in districts like Aligarh, Bulandshahr, Agra, Muttra, etc., say that 
the rates are really too high. They say that they give to Government a large 
^amount of net revenue and even if you make allowances for the interest and 
maintenance charges on these protective works, there is a large amount of revenue 
left over. So that the Irrigation Department has to find money, not for the 
irrigation projects as such, but because the Government of these provinces is in 
financial difficulties otherwise. You are a sort of milch cow foi the Govern¬ 
ment. Is that so? 

A. —I would hardly say that. Government has to raise revenue to run the 
country either by direct taxation or by commercial schemes, but it never takes 
the full value for the water which it gives. If they do not pay water rate at the 
rate they are doing, they will have to pay in land revenue. 

Q .—What do you think of a system of combining land revenue and irrigation 
charges ? 

A. —That is impossible unless you have assured supplies or you can irrigate 
the whole area every yea v . I think it is possible to do that in Bihar and Orissa 
where they have assured supplies. We have not got assured supplies here and 
the system would be very unfair, because the cultivator will be very badly hit in 
the dry year. 

Q. —Is the water rate suspended during a year when there is a lot of rain and 
the cultivator does not require water ? 

A. —He only takes water at his will. 

Dr. Paranjpye. Q .—When the cultivator does not want it and you can give 
him water, do you still charge him? 

A. —No 

Q .—Have you any permanent claimants who would take water, whether it is 
required or not? 

A. —They have it in Bihar and Orissa. We cannot enter into contracts for 
the supply of water, because we cannot be certain in dry years whether we can 
give water. In the dry years we divide the water as fairly as we possibly 
can. I saw^ a report in the papers that one witness before you stated we closed 
-*mr canals just at the very period when the cultivator wanted water. We are 
often attacked in this way, but it is only in a dry season when there is not. suffi¬ 
cient water that there are complaints. During such a season, if we ran all chasneis 
with the short supplies available we would be losing water all the time from 
every channel by absorption and evaporation. It has been found that the culti¬ 
vator will get much more water in the end by opening the channels in rotation 
with full supply, and therefore we now open the channels in rotation. It may 
be that the cultivator wants it, but we have to close and he has to take his 
turn. 

Q .—He knows when he will get water? 

A. —There is a roster. Every one knows that he will get water every second 
or third week. There is a patrol who is supposed to inform the villages when 
the canal is going to be opened. 

Dr. Hyder . —There has been no alteration in owners’ rates since 1918? 

A. —No. The owners' rate is nothing. The owner of the land gets off almost 
scot-free. 

Sir Percy Thompson. Q .—The owners’ rate is practically a special attempt to 
increase the land revenue during the currency of a settlement? 

A. —Yes, as you cannot charge rate on any field which has previously received 
water from any source whatsoever. It means that in a place like jhe United 
Provinces where there was well irrigation before canals were introduced, you 
cannot charge owners’ rate on 10 per cent, of the land irrigated. 



384 


Q .—And the owners* rate can be discharged when there is a resettlement? 

A .—"yhat is so. 

Dr. Hyder. Q. —As Irrigation Officer, have you anything to do with water cesses,, 
ovefc- and above land revenue? 

A ,—We have nothing to do with these. 

The President. Q. —Does the owner collect something out of the land although 
he pays nothing to you ? 

A. —I am quite certain he does, but I have no proof. 

Dr. Paranj'pye. Q. —How much corruption is there among the lower classes 
of subordinates ? 

A. —Nothing more than what there is among patwaris and subordinates of 
other departments. 

The Hon’ble Sardar Jogendra Singh. Q .—How do you arrive at the values 
of crops ? 

A. —We have cur own statements of values of crops issued every year in the 
Supplement to the Administration Report. That, of course, varies from district 
to district and it is prepared by the ziladars and checked by the Deputy Magis¬ 
trate. 

Q. —The yields from land increase during the period? 

A. —The yields have not increased, only prices have. 

Q .—You say that the, produce from land has not increased, it is only the- 
price that has increased. Does it mean that money has depreciated to that 
extent ? 

A .—That is a currency question. 

Q. —Do you make any allowance for increased cost of production ? 

A. —Yes. 

Q. —I should like to know how you work ofit the figures showing the increase.. 

A. —I have not mentioned anything about the cost of production, because it 
varies to an enormous extent and it is very difficult to find what it is. 

The President. Q. —Your value per aqre is gross? 

A. —The statistics for sugarcane and crops that are issued every year 
show the outturn of crops in the various districts and the rate at which the 
produce is sold. I have given these gross figures. 

The Bon'hie Sardar Jogendra Singh. Q.— You say that the value of sugarcane 
crops has increased 50 per cent. If you want to determine what the cost of 
production is at the same time, how would you do it? 

A. —It is impossible to say. If one man cultivates his own sugarcane field, 
he uses his own bullocks which he has to keep in any case. 

Q .—That represents labour. 

A .—Would you include that in the cost? 

Q ,—It represents certain values. We are talking of the increased values. 

A. —After I received the Committee's questionnaire, I asked for figures show* 
ing the cost of cultivation from two of our Deputy Magistrates and one of them 
has produced certain figures for Rohilkhand. I can hand you ovpr a statement 
showing the cost. In the statement I have received, the cost for sugarcane to 
the cultivator is shown as about Rs. 115 an acre. 

Q, —Supposing the prices vary by 12£ per cent., it will make a case for in¬ 
creased water charge. When you say that the prices vary by 12£ per cent, you 
have really to find out what profit the agriculturist is making. 

i —We are not working against that fine margin. What I say is that we 
are charging Rs. 10 per acre for sugarcane when the cultivator can well afford 
tc pay Rs. 15. 

Q. —The cost of production has correspondingly increased, but the point is 
whether the increase which you are showing available foi* taxation is the 
real increase. 

A .—I quite agree that our irrigation rates are nothing like the rates the 
cultivator could pay. I hold that our irrigation rates are much less than the rates 
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for well irrigation. But I say some figure nearer the commercial value of the- 
water is what the cultivator should have to pay. 

Q. —About the values which you have put forward you have not made any 
allowance so far as the cost of production has increased? 

A. —I have been very general in saying that the value of outturn has been, 
very much greater. 

Q. —You say that the value of outturn has been much greater, similarly, you 
will say that the cost of production has gone up correspondingly? 

A. —I would not say that. 

Sir Percy Thompson. Q. Take the case of sugarcane. In the year 1903-04 
the value was\100 and it is now 180. You say that you have not included the 
cost of production. Even supposing it has gone up to 80 per cent., is not your 
figure of 100 and 180 the ratio of the net value of the crop after the cost of 
crop has been deducted ? 

A.—Yes. 

The Hon\ble Sardar Jogendra Singh. Q .—Another point is your 80 per cent, 
is only for one year. Is it not? 

A. —If we take the average for the past 4 or 5 years the prices would be 
very much higher than 180. 

Q. —You have spoken of the American and Egyptian rates. Have you dis- 
covered how they work out? 

A .—I have taken the figures from the text books. When I speak of American 
and Egyptian rates, I have not worked out the details. 

Q. —Can you give us the reference? 

A. —My reference is only to the proceedings when our irrigation rates were 
revised. I will find out the original publications from which we got these 
figures and tell you, if it is required. 

Q. —In charging water-rate, would you consider the question of holdings. 
When you are working out the average rate of water-rate, would you not find 
out what holdings there arc ? If we take the American rates, the holdings 
there are very much larger. There it won’t trench upon the food which a man 
requires, here it might? 

A. —Quite possible. But 1 do not see how the size of the holdings matters 
very much in this respect. 

Q .—What would you declare to be the commercial profit from a canal or any 
other object? When you put a thing into the market, how would you deter¬ 
mine the commercial value. It is very indefinite. 

A. —That is purely a matter of supply and demand. 

Q. —But it is determined on what it represents as capital, labour and so on. 
The supply and demand are determined by certain things. Would you apply 
the same in the case of water-rates also? 

A. —I think the best way to find out is to compare the cost of canal irriga¬ 
tion in this province with the cost of irrigation from wells. 

Q. —But that is not fair. 

A.—I do not say it is altogether a fair comparison, but it is a useful 
guide. 

Q .—It is just like bullock cart rate compared with the railway rate. What 
should be the commercial value of water and on what basis it should be put 
forward ? 

A. —You mean the capital outlay. Sometimes we do not get even the work¬ 
ing expenses from our canals. I cannot think of any other way than to com¬ 
pare the canal irrigation rates with the well irrigation rates. 

Q —I want to know whether it is possible to sell irrigation water at the 
price of well water*. Can you charge the same rates? 

The President. Q. —You say the rate of well irrigation gives an index of 
the commercial value of water, could you say that the irrigation water can be 
sold at a price equivalent to that? 

A.—Jjtot quite at the cost of the well water, but very near it. I believe 
certainly in any year when there is a big demand it would amount to this. 
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The Hon'ble Sardar Jogendra Singh. Q. —40 to 60 rupees an acre for sugar¬ 
cane is the average cost and the gross yield is 180. That is one-third basis. 
Where is the margin? 

A. —Do you combat the figure that it costs him 40 to 60 rupees an acre from 

a well? The evidence I have received shows it does cost him 40 to 60 rupees 

to irrigate a sugarcane area from a weii. Of course a. man has got his own 
cattle and this 40 to 60 rupees includes a large number of items. It does not 
-cost him the whole sixty rupees in cash. He works himself, uses the village 
manure and supplies his own seed, etc. 

Q .—How many days labour he has to spend over this? 

A ,—He has got to give five waterings. 

Q.—' That would be about 20 days labour. 20 days labour would be about 

ten rupees. Then you are charging him the same as he would spend in the 

case of wells? What really matters is to determine exactly how much is the 
commerrcial value of water in a province and how much the capacity for a cul¬ 
tivator to bear? 

A. —I think you can find it out only by actual experiment. We can find out 
the value of water by raising the irrigation rate till cultivation of that parti- 
cqjar crop decreases, but of course this is not possible. We sometimes have to stop 
irrigation near towns owing to anti-malarial operations, etc. Our canals run 
through these areas already and we cannot stop the cultivators taking water 
but they have to pay full rates for each watering. For instance at Saharanpur 
we find people paying 4 or 5 times the rate. 

Sir Percy Thompson. Q. —You say 40 to 60 rupees is the cost of well irriga¬ 
tion for sugarcane. But this includes the cost of labour, services of oxen, etc. 
You cannot exclude either of the two factors? 

A. —Yes. But irrigation is generally done when the village cattle are not 
required for * other ^purposes. He might perhaps hire out his cattle. I do not 
think it is quite fay' to say that labour and services of cattle, etc., should be 
•excluded when calculating the cost of cultivation. 

Dr. Hyder. Q .—You don’t supply any canal water to the gardens in the 
compounds? 

A. —Yes, in certain cases there is irrigation of this sort. 

Q. —Then you can easily find out the cost of keeping a garden with the well 
water drawn by bullocks and the cost of supplying water through the canals? 

A. —I think so. 

Sir Percy Thompson. Q. —Do you find ever people coming and saying “I am 
going to take water from the wells and I do not want your canal water”? 

A. —Never, 1 have never found people refusing our canal water. 

The Flon'ble Sirdar Jogendra Singh . Q. —Do you think it would be fair if 
there is no other way of determining commercial value of water to fix a certain 
percentage on capital ? 

A. —If you reduce the irrigation rates indiscriminately, Government must get 
money from somewhere to carry on. That is largely the way the Government 
determines irrigation rates. For instance we increased the irrigation rate for 
sugarcane from Its. 10 to Rs. 12 last year and it was again brought down this 
year simply because we thought we could balance the budget without the en¬ 
hanced rate. There were a large number of agriculturists on the canal and they 
all wanted that the rate should be reduced and we did so from Rs. 12 to 10. 

The Maharajadhiraja Bahadur of Hurd wan. Q.—J refer you to page 330 where 
you say that the present system is the best possible under the circumstances 
and it is only necessary to consider the rates charged now with a view to raising 
those which are inadequate. Therefore you hold that the prevailing rate is the 
best because it suits the local requirements and however rates might vary 
hereafter, the system that is in vogue suit.? the Government as well as the 
people. Then you say that the Government reduced the rates for sugarcane 
because the agriculturists or the class of people that represent agriculture in the 
local Council thought the rate was high and the Government having had suffi¬ 
cient funds reduced the rates from 12 to 10. But here in this province you have 
'the two classes of canals, one the productive canal and the other the protective 
canal and I take it that your protective canals are as a matter of fact a dead 
loss to the Government, that is to say, you do not even collect yonr working 
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expenses. Regarding the productive canals, I ask you, what would be the best 
way of raising water-rates. That is to say, for instance, you being the sup¬ 
plier of water, you naturally so to speak hold the maTket; and in a certain area 
if a large number of wells could not be excavated the tenant or the landlords, 
in other words, cultivators, would have to rely upon water from the canals. 
Therefore if you were to put rates even arbitrarily high unless it came to Break¬ 
ing point, they will have to take water because there is no help for it. I mean 
to say, take sugarcane, it was Rs. 12 and it is now 10. What would be the 
average rate you think which would bear the test of the commercial value? 

A. —In my opinion a cultivator would not feel it if he had to pay even 16* 
or 15 rupees an acre for sugarcane. 

Q. —In other words supposing it is 10 rupees, your Government would be 
prepared to raise it up to 15 or 16 rupees o>r take it down to 10. Your maximum 
is 15 for sugar-cane? 

A ,—Yes. That is my own personal opinion. 

Q .—Your opinion shows that the maximum rate could be raised to 15 if the 
circumstances required ? 

A.— Yes. 

One point I would make clear is this. There are some crops which can be 
grown without any sort of irrigation and some crops need much less water than 
others. If the sugar-cane rate is too high, the cultivator will take to wheat or 
barley or gram or arhar and so on. He would not necessarily excavate wells 
it you put the rates too high. He would grow another crop. Of course it will 
be less paying too. 

Q.~ In the case of your nahri land, you say that you cannot assure every 
year the quantity of water that is required and your department would not be 
prepared to increase the rates for nahri lands. 

*4.—Because we feel it would be very unfair. Moreover there would be* 
tremendous cry in dry years. 

Q .— Therefore you will not be inclined to increase the rates for nahri lands? 

A.— Yes. 

Q. —What is meant by nahri land? 

A. — Nahri is land which is classed as wet at settlements. That is the land 
which is now irrigated for two or three years out of every five from the canals. 
It absolutely depends on the canal irrigation. 

Q. —You are against selling water to the highest bidder. Why? 

A. —You see the people having received supplies of canal water for a certain 
number of years, the land value has gone up. You cannot now withdraw water 
from the lands without establishing a sort of legal claim against Government. 

The President. Q .—Is the revision to be periodical or at any timet 

A. —It is quinquennial. If the prices go up in 5 years more than 12£ per 
cent and less, than 25 per cent, the irrigation rates can be increased automati¬ 
cally by 12£ per cent. 

Q. —When the land is settled wet it simply means that it is normally irri¬ 
gated ? 

A.- —Yes. Tw6 or three years in every five. 

Qr —There is no guarantee? 

A. —No guarantee. 

Q .—Does it get preference? 

A, —No. In the case of shortage of water, our regular custome s get the* 
water automatically because their lands lie alongside small irrigation channels; 
those channels belong to the people themselves. 

Q. —Has every man who wants water to apply for it? 

A. —No. Ordinarily there is an outlet through the bank and when he re¬ 
quires water, he opens the outlet and lets water into the channel and if he does 
not want the water, he can see that it does not go into his field. 

Dr . Paranjj)ye. Q. —Do they take too much water? 

A. —The portion near the actual canal will as a rule get the first supply ancfc 
often an unfair share of water and it is a difficulty which cannot be overcome- 

Y 
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The President. Q .—You have no means of securing full duty for the water! 

A .—We do it as best as we can by giving an outlet of the iright size. 

Q .—But that may irrigate 100 acres in one year and 200 acres in another. 

A.—No, an outlet can only irrigate a certain area. But generally in a nor¬ 
mal year when there is enough water, people let the water run all night and 

before morning the fields will be filled with water. They don’t care much even 
if water is wasted. But when there is scarcity of water people sit up watching 
-and as soon as a field is filled that outlet will be closed and it will be turned 
on to another field. Thus an outlet may irrigate a bigger area one year than 
.another. 

Q .—There is no sort of means of saying ‘here is an outlet of so many cusecs 
and that has got to provide for so many acres’ ? 

A. —Yes, the size of the‘outlet depends on the size of the area commanded. 
A 6 inch outlet will irrigate about 80 acres in the Rabi season. We assume that 
we are going to irrigate a certain percentage of the commanded area and give 
the necessary vantage to irrigate that area. 

Q .—You cannot regulate the quantity ‘according to the acreage irrigated? 

A, —It is done automatically. We cannot give here the same percentage of 
irrigation as they can give in the Punjab and before a canal is constructed we 
assume that we will give irrigation for 35 to 45 per cent, of the cultivable area 
of each village. The rest has to go on f as in the past with irrigation from wells 
or from spme other source. 

Q .—How would you secure that only 35 or 40 per cent, is irrigated? 

A. —By only giving sufficient vantage in the canal by means of outlets to 
irrigate this area. 

Q .—Suppose it is drawn up to 50 per cent. 

A.—It is done sometimes just near the head of the canal. 

Q .—You have no system of guarantee and you don’t require that a man who 
wants water should put in his application, as is done in some other provinces. 

A. —We have that system only for rice cultivation, because it is irrigated in 
a large area in numerous fields. The same water goes from one field to the 
other. So the cultivator cannot say I am only taking water to this field and 
not to t&at field. We would have no means of checking if he did. If water 
is given to a certain area of rice, that is, to one of these depressions where rice 

is grown, the whole depression has to pay. For this reason it is necessary to 

•give water only on application. 

Q. —Can’t he get water by percolation and refuse to pay? 

A.—That can be done here and there. We do not charge if he gets water 
by percolation. And that would be a very tiny area not worth considering. 

Q.-'It is possible that a man who has a field in the middle of other fields 

says that he does not want water; but when water passes to the other surround¬ 

ing fields, he will also get water. 

A. —The rest of the villagers will settle the matter. If a certain rice out¬ 
let is opened on application the whole lot would pay for it. 

Q .—The charge is made upon the subsequent inspection of the crop? 

A. —Yes; in the case of rice all are charged inside the area for which the 
application has been made. 

q —Suppose you have a well in the middle of an irrigated area wEieh is 
practically fed by percolation. 

A .—We take no account of it. We cannot charge any rate for that. 

Q .—In the 2nd paragraph of your answer to Q. 15 you say “These rates are 
therefore iow, though the principle on which they are based is sound”. What 
is exactly the principle? 

A. —The principle is that we charge by the crop. Each crop takes its own 
amount of water. Sugarcane takes five waterings and wheat two or three water¬ 
ings and so on. 

Q .—So your rates have regard to the quantity of wafer and not to the value 
of the outturn? 
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A. —Yes. But both the principles aa:e taken into account. For instance, it 
we charged for rice on the value of the outturn, we would have a much lower 
rate. But it takes a vast amount of water and so we charge more. 

Q. —Have you uniform rates all over the province'? 

A. —No. They are very much lower in the case of protective works. 
Rohilkhand also where they take much less water the rates are low. It is only 
in the major canals, the Upper Ganges and the Eastern Jumna canals that we 
have higher rates. For sugarcane in Bundelkhand we charge Rs. 5 per acre and 
•on the Upper Ganges it is Rs. 10 per acre. 

Q. —Is the yield less there? 

A.— The Government there encourages them to take the water. It helps 
them. They were very hardly hit in the past by famines. 

Q .—Is your policy going to be to level up as opportunities occur or do you 
contemplate that the rates must always vary? 

A. —The rates must always vary. We will always have to charge a lower 
•rate in Rohilkhand. There are four sets of rates in that canal division. In 
Naini Tal where there is a rainfall of 60 inches a year, we have very low rates. 
As we go south and the rainfall decreases the rates increase. 

Q. —Is it because the demand is low? Is it feared that unless the rates are 
.low they won’t take the water ? 

A. —The demand is only once or twice in the year. 

Q ‘—Does not this one watering give an increased value to the crop? 

A .—Even without that watering they can get a crop, but not of the same 
value. 

Q .—Don’t you aim at a uniform rate? That was what the C. P. have 
done. 

A ,—The question has been discussed time and again and it has always been 
held that it would not be fair to have a uniform rate and that yon must have 
■a varying rate according to the demand of water and the quantity supplied and 
the benefits derived. All these factors are taken into account. Our rates vary 
with the depth of the water used except in the case of sugarcane. In the case 
of sugarcane if they paid by volume they must pay at least Rs. 16 as compared 
w\th Rs. 6 for wheat. 

Q .—You do not take the cost of the particular work into account? 

A. —No; not at all. 

Q .—Do you treat your enterprises as a whole? Do you make your produc¬ 
tive works pay for your protective works? 

A. —That question has never been considered. 

Q. —Don’t you put up to the Finance Department that a certain irrigation 
enterprise is paying, say 10 per cent., so that they may fake up another protec¬ 
tive work? 

A.—A protective work is generally undertaken out of savings. But since 
the war we had to suspend these works. # 

Q. —Won’t they tend to become productive? 

A. —Some tSnd to become productive. Take the Rohilkhand canals they have 
■become productive and a large number of canals will in course of time become 
productive. 

Q. —Have you any private works in your province? 

A. —There are a certain number of small private works. 

Q. —Do you know what they charge? 

A. —There are & large number of zamindars for instance, who own tanks and 
they charge people. They pay a small sum to the zamindars for lifting water 
from these tanks. In Benares there are a certain number of them. 

Q. —Under the new Bill the rates will come under consideration periodically? 

A. —Yes; every five years. 

Q. —And you never get a full commercial value? 

A. —I don’t thmk Government aims at that. 

y 2 
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Q. —With regard to Q. 16, under the system of settlement in force here,, 
would it be practicable at all to take a betterment rate on land whose value iff' 
suddenly increased by the introduction of an irrigation work? 

A ,—They do that. They separate the land into wet and dry and on the wet 
land they take an enhanced amount. 

Q .—Is it because the rent goes up? 

4.—Yes. 

Q .—Also the capital value goes up? 

A. —Yes. 

Q .—Under the raiyatwari settlement we are supposed to take a percentage of 
the net assets and we assess upon the land and water together. You get an- 
increase in land revenue and at the same time the owner gets an enormous in¬ 
crease in the capital value of the land. When there is any scheme of irrigation* 
it is suggested that we should put on the ordinary wet rate aiid at the same 
time take a share of the enhanced capital value and credit that to the capital 
cost of the work. That will hardly apply where you have to deql with owner 
and occupier ? 

A. —Yes; it is extremely difficult. 

Q .—Practically under your system of settlement and water rates, the owner' 
of the land gets a large unearned increment? 


A. —Yes. 

Q .—And you cannot touch that? 

A, —No; we cannot. 

The Hon’ble Sardar Jogendra Singh, Q. —You say that the man could pay 
10 to 15 per cent, more without feeling the pinch. Supposing the man is earn¬ 
ing Rs. 2,000 a month and he has been living on that income for ten years and 
suddenly you would put a tax on him at 15 per cent. more. Would he or would 
he not feel the pinch? 

A .—-We all feel any tax whatsoever. But he would pay all the same a be- 
sides the increase would only be 5 to 6 per cent, of his income and not * 10^ 
to 15 per cent. 

The President. Q. —Do you regard the water rates as a tax? 

A. —No. 

Sir Percy Thompson. Q .—It is a payment for services rendered? 

A. —Yes. 

The Hon^ble Sardar Jogendra Singh. Q .—About maintenance charges; no* 
water rate is charged for water from a tank? 

A. —Oh, yes; they charge in Oudh, 

Q. —Do you know of any instance in which any ryot is charged for lifting 
water ? 

A. —In t Oudh there are a number of such places. 

Q .—With regard to the commercial value of water, would it not be limited 
by the capacity of the consumer to pay? 

A.— I quite agree. 

Q .—And you think that the capacity of the consumer is increased by 50 per 
cent ? 

A. —I don’t think it has increased by 50 per cent. But we allowed too low 
rates in the past. For instance, our old rate of Rs. 6-10-8 per rere was fixed in 
the year 1878. Do you mean to say that since that year his capacity has not. 
increased? I am perfectly certain that his net profit has gone up. 
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3Ir. A. B. SHAKESPEARE, O.I.E., Chairman of the Indian 
Sugar Producers’ Association, Cawnpore, was next examined. 


Written memorandum of Mr. Shakespeare. 

The Income Tax Act requires reforming in many directions. 

1. Every person having taxable ability should pay some sort of direct 
personal tax. 

2. ^Tangible property by whomsoever owned should be taxed by the 
jurisdiction in which it is located. 

3. Business carried on for profit in any locality should be taxed. 


Total separation of provincial from state taxation is not to be advocated. 
Excise should be made Imperial. 


Q. I think the present methods of recording and compiling the statis¬ 
tics of the country are as suitable as they can be. 

Q. 5.—Looking to the obviously difficult task of arriving at anything like 
^ true census of production, I think matters should be left as they are. 

Q. 6 .—I agree that the statistics contemplated by the Bill proposed to the 
Bombay Legislature would be very valuable if collected for the whole of India. 

Q. 10 .—Does Land Revenue bring under this tax profits on sale of land; 
If not, I think it should be made to do so. 

Q. 13 .—Undoubtedly a commercial return should be aimed at, always subject 
to the principle that the interests of private enterprise are safeguarded. 

Q. 1J ^.—I see no particular point in taxing revenue from Government-owned 
undertakings. 

Q. 15. —Looking to the costs of raising water by private agency, I do noi 
think the charges for canal water can be raised. Tube well costs are very 
low with efficient pumping plant, and I would not advocate any change in the 
method of charge. There is undoubtedly a large amount of waste in the use 
of canal water. 

Q. 16 .—Certainly the State should benefit, and the return might suitably 
take the form of an increase in land revenue for a term of years. 

Q. 18. —Such payments obviously do not affect the whole of the population. 

Q. 19. —Tax imposed on particular localities on particular sections of the 
population should be considered as levied as a return for special benefits, and 
6hould not affect the general incidence of national taxation. 

Q. 20. —As regards individuals, I consider all taxes on articles which are 
not actually necessary to existence are in a sense voluntary, but the point is 
what is necessary to existence, looking to the general and natural desire of 
all people to better themselves and the fact that the attainment of better con¬ 
ditions means increased expenditure, and, therefore, a lowering of the ability 
to bear taxation. 

23. —I would not lower the incidence of natural taxation for heavy 
drinkers and smoke«rs, because they by their indulgence in these luxuries con¬ 
tribute to the Nation’s taxes. 

Q , 21f. —I think a small levy on railway tickets would not be objectionable. 

Q. 25. —No. 

Q. 27 .—None except proof of destitution. 

Q. 28.— Yes. 

Q. 29. —So far as possible for India, I am in favour of indirect methods of 
taxation. 

Q. 30 .—I do not think these forms of taxation are suitable to India, 
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Q, 33. —I think the ’income-tax is pitched high enough, buc better measures- 
should be instituted to prevent evasions of the tax—false returns and evasions 
are widespread. 

Q. 35. —I think there should certainly be some diminution in the tax on? 
earned incomes. 

Q. 36. —I don’t think so. 

Q. 37. —I think that the super-tax on the profits of a public company should 
bear some relation to the ratio of profits to capital. A company which has 
earned a profit representing 75 per cent, of its subscribed capital should pay a 
higher rate of super-tax than one which has earned only 5 per cent of its 
capital. 

Q. 38. —I see no justification for the income from agricultural operations 
being exempt from taxation. 

Q. Jf.0. —Yes, I think the exemption limit is pitched much too high, I would 
suggest a reversion to the Rs. 1,000 limit. An Indian on Rs. 1,000 may be 
much better able to pay tax than a European on Rs. 2,500. 

Q. Jfl .—I think the administration of the Income Tax Act is now much more 
efficiently carried on, but even now many officials administering the Act are 
lamentably deficient in the knowledge of their work. 

Q. Jf2. —I think a standard form of account for income tax purposes would’ 
be an excellent innovation. 

Q. lf.3. —I see no objection to the publication of income-tax assessments, 
being an honest person. 

Q. £5. —I think this is worth consideration, but arrangements should be 
made'for embossed stamps of small size, as debenture coupons are very small. 

Q. 61. —I do not think that India will ever adopt prohibition either locally 
or unitersally. 

Q. 62. —None of the suggested alterations for raising the revenue now ob¬ 
tained by the taxation of intoxicants seem to me to be satisfactory or in the 
interests of the general public. 

Q. 63. —I am not in favour of any further attempts to reduce the consump¬ 
tion of wholesome intoxicants, such as rum, by raising the cost of such intoxi¬ 
cants ; because this will merely lead to an extension of manufacture and sale of 
intoxicants by illegal means. 

Q. 65. —I tjjink that the Government’s policy of raising the duty on country 
spirits has already been carried too far, and has brought nothing but evil in 
its train. 

Q. 66. —Most certainly. 

Q. 67. —If locally made sophisticated liquors are proved to be as free from 
deleterious ingredients as similar liquors which are imparted, I think the former 
should be given some measure of protection in the incidence of excise. 

Q. 68. —Not unless this was accompanied by a compensating reduction in the 
Customs duty. 

Q. 69 .—The provincial duties on foreign liquors should be made uniform 
throughout India. 

Q. 71. —I see no reason for the great variations in the rate of tax in 
certain provinces. I see that Bihar and Orissa levies the same rate of duty. 

72. —The central distillery system for the manufacture of country spirit 
hsis undoubted advantages as compared with the system which it superseded 
of groups of small individual distillers. 

Q. 73. —I do not see how the present system for licensing the retail vend 
of intoxicants be improved upon, but with the reduction in the number of such 
licenses, the license fees might be increased. 

Q. 82 .—I think that substantial revenue could be secured without any injury 
to Indian trade by the imposition of an export duty on raw cotton, oiLseeds and J 
raw jute. The first named is largely bought by a country which competes 
severely with Indian production with goods manufactured from Indian raw 
material. An export duty on oil-seeds would tend to stimulate the treatment 
of oil-seeds in the country, and the conservation of the cake for fertilizing- 
purposes. Raw jute is a monopoly which the Dundee Mills must have. 
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Q. 83 .—I think that in the case of some articles in the tariff, a duty calcula^ 
ted on weight would have advantages. This is specially the case with refined 
sugar. 

Q . 88 .—I think a large amount of revenue could he derived ffhm increased 
death duties. The present rate of duty seems to me to be very inadequate. 

Q. 89 .—I would recommend all judicial proceedings being taxed as highly 
as possible, so as to become an effective deterrent to'litigation. 


Mr. Shakespeare gave oral evidence as follows 

The President. Q —You are the Chairman of this Association? 

A. —Yes, Sir. I think I could save some of your time if I say at the outset « 
that a good deal of what is set out in my written statement is not con¬ 
curred in or shared by the members of the association. I should think except 
with regard to excise, in which some of the members are interested, and joint 
stock company taxation, the rest represents my personal opinion. 

Q .—You begin with a short note and I take it that it is a summary of your 
views on the whole subject. It would cover the whole subject if we begin with 
that. First of all you say that the Income Tax Act requires reforming in many 
directions and that every person having taxable ability should pay some sort 
of direct personal tax. Your second point is that tangible property by whom¬ 
soever owned should be taxed by the jurisdiction in which it is located. Lastly, 
business carried on for profit in any locality should be taxed. I do not think it 
is echoing the passage quoted in our questionnaire. I think it is merely a 
coincidence. 

A. —It is merely a coincidence. 

Q .—The National Tax Association has prepared a scheme of taxation. Their 
first proposal is the levy of a personal tax on everyone for the upkeep of the 
Government under whose protection he lives. The second is the levy of a tax 
on property without regard to ownership or personal condition. 

A. —That is my view. 

Q .—Finally they suggest a tax on business. I think it is merely a coin¬ 
cidence that your three propositions are almost exactly theirs. What would you* 
Suggest about the method? 

A. —We have them existing in different forms at present. 

Q. —Let us take direct taxation first. 

A.—That is the taxes per capita as in the case of the income-tax, the super¬ 
tax on individuals and others, the profession tax, tax on trades. All these- 
would cover that. 

Q. —You are opposed to anything like a poll-tax. 

A. —That is generally a tax outside the income-tax. 

Q. —In this province does the village moneylender come in under any of 
these taxes? 

A. —I take it that if the money-lender is a honest man he will come in. 

Q. —If his income is less than two thousand rupees? 

A .—He escapee. 

Q. —Is there any class that does not pay its share? 

A. —I am doubtful in the case of shroffs, the private bankers and the brokers. 
We are always receiving requests from the income-tax authorities to give them 
information about these people. By way of brokerage we pay them Ihrge sums of' 
money. I suppose they are trying to trace out such people whose income by 
way of brokerage or commission must be very considerable. 

Q. —You are speaking of the host of middlemen. 

A- Their number may be small or large; but in many cases their income- 
is a very large one. 

Q. —What you would advofcte is greater activity and attention on the part 
of the income-tax officers? 
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A .—That is the whole idea in my mind. 

Q. —What about the people below the exemption limit of income-tax! 

A. —I think the exemption limit is pitched much too high. I do not know 
whether a large number of persons are not avoiding every form of direct taxa¬ 
tion. Of course, they may pay taxes in other ways in having to purchase taxable 
articles. 

(?—What is ycur idea about local taxation? 

A. —I refer to such forms as the house tax which is a local tax. I tnink it 
is a very legitimate form of taxation. I do not know certainly about country 
houses outside municipal limits, but I do not think house tax is being collected 
outside municipal limits. 

Q •—Is it a fact that land which is used for building purposes escapes land 
tax ? 

A. —I do not know whether there are many cases of large building properties 

in rural areas. I do not think the district boards levy anything on house 

properties. 

Do you advocate it? 

A. —I suppose it could be done. 

Q .—I think it is done in other parts of India. Bo you propose the rate 
on the property o* on the income? 

A .—Of course the assessment should depend on the rental value of |he 
property. 

Q .—I rather judged that you contemplated taxing the income from the sale of 
lands. 

A ,—I do not think unearned increment on house property should escape but 

T admit you could not easily tax the house in the village. I think the levy on 

the unearned increment is a feasible one. Moreover the house tax in munici¬ 
palities is extraordinarily low. In the case of Cawnpore I think it is ^ per 
cent, on the rental value. 

Q .—As against over 100 per cent, elsewhere? 

4.—I may be wrong, it may be per cent. At any rate it is a relatively 

lew tax and is the same as the water tax in the case of Cawnpore. 

Q. —Your third proposition is that business carried on for profit should be 
taxed. Do you mean the French tax'? 

A. —Something like that. 

Q. —A tax based upon the capital and the number of workmen employed? 

A, —Yes. 

Q. —You would not object to paying it in addition to the income-tax ? 

A. —I would not like to see the incidence of the income-tax increased. 

<3-—Your scheme seems to be extraordinarily similar to the Committee’s 
proposals. Your next proposition is that total separation of provincial from 
central taxation is not to be advocated. You do nbt like the present system 
under which each Government takes particular heads? 

—No. I do not like that system. 

Q. —You go on to say that excise should be made Imperial? 

A. —Anyway as regards its organisation and rating I do not think I would 
like one province to go and exploit another. It goes on now. This province 
stalled imposing an export tax on spirits exported to other provinces 
and it has greatly embarrassed us who had contracts running with Indian 
States. 

Q. —-What is the amount of export tax? 

A .—It is nothing very much. It is two annas per proof gallon. 

Q. —Is not the object simply to recoup the cost of their staff? 

A.-—All the same it is quite a novel and su<fden innovation. Nobody knew 
anything about it. Personally we were involved in this way. We had very large 
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contracts running to hundreds of thousands of gallons with certain Jndian States. 
We wrote to them soon after the introduction of this levy and they said that 
they would not pay it. 

(§.—Is it not a sound proposition that the province of origin should levy the 
excise tp be transferred to the province of consumption' and is not the 
Government entitled to be recompensed for anything that they may spend to 
maintain a large excise staff to look after the production? 

A.—When you get it out of the unfortunate consumer if may be all right, but 
as it is, we cannot pass it on. We can do it only in our next contracts. That 
will lead to competition. If it is going to be done it ought to be applicable 
To all. 

Q. —It is, is it not? 

A. —I do not know. 

Q .—Originally Government tried to levy this as a kind of octroi tax and then 
as a result of a conference this arrangement was come to, vil., that they should 
recover through the cost price a sum sufficient to pay the staff. 

A .—I would like to see the whole thing unified. 

<2-—Have you thought out how the tax should be distributed in a Federal 
State ? 

A. —No, probably it would not be feasible. It depends on the question 
whether you are going to appropriate all the tax and then divide it up. 

Q. —We are now looking for the best arrangement. 

A .—Excise taxation is a very difficult problem. The duty has now been 
raised to such a tremendous height that it is very difficult to solve it. 

Q. —Have you thought out how it should be distributed in a Federal State? 

A ,—I have not 

Dr. Hyder. Q.— With regard to questions 4 and 5 regarding the compilation 
of statistics, you think they are suitable? 

A. —I think the form is suitable. 

Q .—But the results? 

A. —Well, of course, they are greatly delayed in many cases. 

Q. —Are the results accurate? 

A. —In the case of crop statistics we know of enormous variations. 

Q. —You are interested in sugar. May I ask you how you would estimate 
sugar? I think it is one of the crops which is ve^y difficult to estimate. 

A. —The outturn is very difficult to estimate; but I think the statistical 
department authorities ought to be able to tell us much earlier than they do at 
present the area of cultivation under any particular crop, which is very important 
information. To my mind they unduly delay the publication of the area of cul¬ 
tivation and it is published much too late. By the time the crop is half ripe 

Ihey publish the area report. I think the form is all right. 

The President. Q. —Do you know how it is done in other places? 

A-Look at America and their cotton crop. We have their figures extra¬ 
ordinarily quickW after sowings are complete. 

Dr. Hyder. Q. —You will estimate the sugar crop in terms of juice or 
sugar ? 

A —For the purposes of each district I would adopf the method followed 

locally. What I would like to seo is that they do not delay the publication of the 

area of cultivation. The area is generally known to the village patwaris by the 
15th March. We ought to have the area report at least in June. The first con¬ 
dition report might be issued on the 15th October and the final one in December. 

Q. —With reference to question No. 13, you say that commercial returns 
■should always be aimed at in case of Governmental undertakings such as canals. 

A. —That, of course, is a case where there is no private enterprise concerned. 
In such cases it does not matter how Government deal with the return. But in 
"Cases of competitive undertakings such a principle should be adopted. I have 
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m mind a large Government factory in Cawnpore which I believe never brings 
out its balance sheet according to commercial practice. When it came to com¬ 
petition. figures were not available. That is what I had in my mind and not 
such Government undertakings as the canals. 

The President . ~ Q .—Posts, telegraphs and railways are the same. 

A. —There would be competition in the case of public tramways unless there 
is a private monopoly. We are managing a tramway undertaking in Cawnpore 
and nobody has any right to lay down rails within our licensed area. 

Q. —You are taxed on your profits. 

A ,—We have to pay a track rent, that is to say, we have to pay for ihe- 
right to lay down track along public roads. 

Dr. Hyder. Q .—~With reference to question No. 15, you say that you do not 
think that the changes for canal water should be raised. I suppose you are con¬ 
fining your remarks to the conditions of this province. 

A. —This is the one I know about. 

Q .—In the Punjab and here we find that it would cost the cultivator a good, 
deal more if he were to irrigate his land by means of a well than it costs him 
with the canal water. Comparing these two costs the water rates cannot be 
raised if the other alternative source is cheaper. 

A .—I think co-operative tube wells would be as cheap, if not cheaper. There 
is a tremendous waste in the case of canal water. In this province the present 
method of irrigation is having an effect on the fertility of the soil and in some 
areas the situation is getting very grave. 

Q. —What do you think is the reasonable charge for a tube well per acre? 

A .—With reference to figures we have before us as regards the conditions 
in Bihar where we are sinking these wells, one ought to be able to give about 
10 waterings to a sugarcane crop for abdut 6 rupees per acre with a very econo¬ 
mical plant. As long as one can obtain water within a depth of 300 feet it should 
not cost more. In Bihar we have got an ample supply of water at under 200 
feet. 

Q .—How does it compare with the canal charge ? 

A .—I think the latter is Rs. 7-8-0 per acre. 

Q .—Do they give you 10 waterings? 

A. —It may be 10 or 12. 

Q —So your rate for sugarcane Would be Rs. 7-8-0 ? 

A. —The object is primarily to secure the sugarcane growth and carry it 
over the dangerous period before the monsoon, when the crop is at the mercy 
of the elements. We are going to put these wells down as a protective measure, 
not really so much to increase the yield of the crop as to protect the crop from 
destruction between April and June in years of drought. 

The President. Q. —Whether the quantity of water is much less than the 
quantity of water from the canal, I do not know. You have to irrigate the fields. 
Whether you do it through the distributary of a canal or from a pump I do 
not think it would matter very much. It depends upon the nature of the soil' 
more. 

A. —Government in these Provinces is doing a great deal of work in connec¬ 
tion with tube wells by means of a special department. Up to now they have not 
been adopting the right method. Modern practice has given up the use of tools 
and they simply force water at a tremendous pressure by high pressure pumps. 
This is the latest (System. The tool system of boring is very slow. 

Q -—Is it not very expensive ? 

A. —Yes, but some are doing it very successfully. 

The Hon'ble Sardar Jogendra Singh. Q. —Do you cultivate any sugar? 

A —Not in these provinces. 
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Sir Percy Thompson. Q .—Would it cost less if you used tube wells? 

.4.- -If you work over large areas. We have found artesian action in cases- 
of wells which are near the hills, but we find we have to pump as well. 

Q —Where you have to pump you include the cost of power. Once you 
sink the well then there is the question of distribution, viz., now far the landsr 
are from your central pumping station. 

A. —If you have got to go very deep with big tubes then the capital cost is 
of course very heavy. But in Bihar there is an ample supply of water at a 
depth of 200 feet. 

Q .—Assuming that the United Provinces is suitable for tube irrigation, would 
you say that it would be more profitable to have tube wells than canal irrigation. 

A.—There is no doubt of the effect the latter will naturally have on tna 
fertility of the soil. Some years ago I went to inspect a big property in the 
Punjab. It was discovered Uom the condition of the surface wells that the 
soil was becoming impregnated with salt from the sub-soil and we concluded 
that in a reasonable number of years the fertility of the soil would be seriously 
affected. 

Dr. Ilyder. Q .—In answer to question 16 you say that the return might 
suitably take the form of an increase in land revenue for a term of years. 

.4.—What I had in mind was a case where a property was useless for some 
crop without irrigation, and when the Government did make it useful by pro¬ 
viding the necessary irrigation facilities they might well ask for an enhancement 
in the revenue. 

Q. —Your land revenue then would be made up of two items, first the land 
revenue pure and simple and then the additional sum—both to be consolidated 
together. 

A. —Once in ten years or so the Government might fix the additional sum. 
In cases of new canal schemes such as the Sarda CanalS I do not know how it is 
to be done. 

The Maharajadhiraja Bahadur of Burdwan. Q .—In reply to Question 10, you 
say that if land revenue does not bring under this tax profits on sale of land, 
it should be made to do so. If a irlan sold his land and invested it in 5 per 
cent, debentures, would he have to pay income-tax ? 

4.—The interest on the investment would be taxed, not the capital. Unless-' 
the 5 per cent, debenture were issued income-tax free, he would have to pay 
the tax. 

Q—Ji a mail had a bit of land which he wanted to dispose of by sale? 

4.—I am not sure if profits on land are taxed. 

The President. Q. —I take it you are speaking of the unearned increment? 

4.—There is a question whether profits on share transactions should be- 
taxable. 

Q. —Capital transactions ? 

4.—Suppose you make Rs. 50,000 over and above what you buy a stock for.. 

Q. —If you tax that, you would have also to allow for all your losses in 
speculation. 

4.—Yes, that is what makes such transactions outside the pale of taxation. 

The Hon’blc Sardar Jogendra Singh. Q .—Then you do not think it is 

practicable ? 

4.—No. 

Q >—Can you give approximately your cost of production for sugarcane? 

A .—In Bihar it must be about Rs. 80 per acre. 

Sir Percy Thompson. Q .—Can you say approximately what that cost ten- 
years ago ? 

A.— About Rs. 36, but we now plough and cultivate with tractors. Tractors^ 
are more expensive, but you get a better yield from the crop. With tractors, 1 
do not think it would be less than Rs. 80 (without irrigatidh). 

Q .—But would, it be less than Rs. 80 without tractors ? 
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A. —Yes, using bullock drawn ploughs. 

Q .—By the same method 10 years ago as compared with now? 

A. —You can say about Bs. 67 with tractors. 

Q. —Suppose 10 years ago it cost ‘X* rupees to grow an acre of sugarcane, 
!how much would it cost now by precisely the same method? 

A.— I think you can add 75 per cent, to it. The cost of all field labour 
has.also gone up. 

Q - If it was then 100, it will now be 175. 

A. —I should say so. 

Dr. Hyder. —May I draw your attention to your answer to Q. 20? Please 
explain the points contained in this argument. I do not understand them. 

The President. Q. —I will put it in the form of an instance. Suppose one half 
of India went dry and the other half paid a crore of rupees in excise, would you 
spread that crotfe over the half or the whole of it? Is it part of their burden? 

A. —I suppose we all get more extravagant. We accumulate more wealth, 
but are not therefore necessarily able to bear more taxation. 

Q .—Take another instance. Suppose we put on a heavy tobacco tax through¬ 
out India. Would we be adding to the burden of the Sikhs .who do not use 
tobacco ? 

A. —Of course it will add to their burden. They would say that they do 
not smoke and therefore why should they contribute to the burden in any way, 
but I think you must take the community as a whole. 

Q .—Is it a question of letting anybody off? When you are talking of the 
burden on the population, whom are you going to divide it over? 

A. —Certain taxes must in any way be divided over the whole population. 
But if a tax is of a very local character, it should not be so distributed. A local 
tax must be paid by the people in t^at particular locality; but in the case of 
a tobacco tax or excise, I think you must spread it over the whole of India? 

Sir Percy Thompson. Q .—If you look at it as a whole, you must include it 
as a burden. 

A.—It is a burden, but the whole of the community has to bear it. 

Dr. Hyder. Q .—In your reply to question No. 29, you say that as far as 
possible you are in favour of indirect methods of taxation. Doesn’t strike you 
that octroi would hit the poor very much and similarly in the case of customs 
duty, you would be forcing up the prices of articles and really taking a slice out 
of the poor man’s income? 

A. —I do not like octroi, but I think a terminal tax is a good form of taxa¬ 
tion. There is such a tax in Cawnpore which brings in a very large revenue 
but of course it raises the cost of articles to the people in the locality. 

The President. Q .—As applied to the t sugar business, for instance, you pay 
both ways, on the raw material and again on the finished products ? 

A. —Yes, we pay on the raw material. 

Q. —Practically it is a transit duty. 

A.~ Yes; so far as the refined sugar which is exported is concerned. 

Q. —You pay both ways? 

A. —No, we pay on the raw material coming in. 

Q ,—Not on that which goes out? 

A. —No, it is only an import terminal tax. I think the terminal tax is a 
^tremendous improvement on octroi. 

Q. —You said just now that you would be prepared to put on a tax on the 
♦capital of the companies operating in particular localities. 

A. —Yes, we would pay it in the form of a tax. 

Q. —Would your Association be prepared to do that? 

A .—I do ot think they would. 
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Q .—Would that be a substitute for the terminal tax or in addition to it? 

A. —The terminal tax would have to go on, because we are not the only*' 
payers of terminal taxes, everybody who imports goods pays it. 

Q. —What is your opinion of the feelings of the business community about 
it ? 

A .—We brought it in ourselves. We asked to be relieved of octroi and to* 
have this tax substituted, which was, in those days, an innovation. 

Q .—That was done on the report of the Simpson Committee in 1909; they 
made a special point about Cawnpore and we have been told that the terminal 1 
tax in Cawnpore is practically a transit duty which was condemned hy them. 

A ,—When we introduced it, Karachi asked for it in the form of an export 
duty on wheat. 

Dr. Paranjpye. Q. —In*Bonibay they impose a duty on cotton. 

A. —Karachi wanted it in the form of a local tax. I know that Karachi was- 
not allowed to levy it on wheat. It is advantageous, because it is free of abuses 
as a rule. As far as I remember, octroi was full of abuses and it was very 
difficult to get refunds. You generally had to pay someone to get a refund. 

The President. Q. —You do not think it practicable to get rid of it and to 
have direct taxation ? 

.4.-1 have never heard any complaints about it. It has been kept at a 
relatively low incidence. And the whole bulk of the trade is involved. 

(2^—Suppose a municipality wanted to introduce compulsory education, 
would you think it legitimate for them to raise a terminal tax to pay for edu¬ 
cation ? 

A .—As soon as you begin to make it a really heavy impost, I think it be¬ 
comes a hardship. 

Q .—And you regard the situation with equanimity? 

A. —I do not think we have a good municipality by any means, but so far,, 
they have not made a direct attack on the local commercial undertakings. The* 
big industrial concerns in Cawnpore contribute a large share of the municipal 
revenues. We had at one time an idea of applying to be declared as a notified" 
area, so that we would be able to use our revenues for that area. We were- 
told that there was no hope of our succeeding in such an* appeal. 

Sir Percy Thompson. Q .—Please refer to your proposals regarding income- 
tax on the first page of your statement. Suppose a man in Cawnpore carries on< 
a manufacturing business, do I understand that you would make him pay three- 
taxes, first of all an incometax, secondly a tax on the profits of his business, 
and thirdly a tax on his property? 

A .—We at present pay corporation tax, the raw' materials of our merchan¬ 
dise are taxed and the whole of our premises are taxed. 

The President. Q.— No. (3), business tax, is based on the capital of the- 
company ? 

A. —Yes. 

Sir Percy Thompson. Q. —What are you going to do in the case of a private- 
individual engaged in trade? 

A. —He pays tax, Ian income-tax and super-tax; his premises would be- 
taxed, also his raw materials if any when imported. 

The President. Q .—What about a profession tax ? 

A. —Yes, he pays that in the same way as a company would be taxed. £ 
do not think you should pitch the rate of taxation as a whole so high as to in¬ 
terfere with trade. 

Q. —That of course depends on the need for money. In answer to Q. 33, you 
say that income-tax is pitched high. 

A. —I think income-tax should be on some graduated scale. 

Q. —Please refer to your answer to Q. 37. What is the justification for a 
super-tax on a company at all ? Supposing you are a company and I am an 
individual, we make precisely the same profits; what is the justification for- 
taxing yon because you are a company? 
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A .—Although I pay super-tax, I do not pay any income-tax at all, because 
nearly all my income is charged at the source. You pay it because the Company 
is paying it. 

Q .—Your Company pays super-tax and you also pay it individually. 

A .-—Yes, and my income is charged to super-tax, T pay twice over. 

The President. Q .—If you were a single individual you would only pay 
once ? 

A .—It certainly seems unfair, but I am opposed to the present system of 
taxing corporation profits because the rate of dividend is not taken into account. 
If it is going to remain as it is the tax should be graduated. 

Sir Percy Thompson. Q .—Haven’t you got the insuperable difficulty, which 
you had in the case of the Excess Profits Duty in England, that you have to 
ascertain the capital of the company? 

A .—I think the dividend per share should be taken into account. 

Q. —Surely you can get over it very easily by inflating the value of the shares. 

A .—This is watering your capital; of course, that can be done. But I think 
such a course would be objected to by the great majority of shareholders. 

Q .—There is no justification for the income from agricultural operations being 
exempt from taxation ? Can we tax pure agriculture ? 

A .—I do not see how you are going to do it; but 1 do not see why an in¬ 
dustry dealing with vegetable fibres, sugarcane and such like should escape. Why 
should the tea people get off? 

Q .—Do they get off? 

A .—I understand they got off for a number of years. There was a big case 
about it. 

Q .—I think the decision was against them. 

A. —No, I think they were exempted. 

(J.—I think that in the case of a tea company which grows it, manufactures 
it and markets it, the profits are divided into two, first of all, profits on growing 
the tea and secondly, profits of manufacture and marketing. The latter are 
taxed, while the former are not, because they come under the agricultural 
-exemption. 

A .— That is the same with regard to sugarcane. 

The Maharajadhiraja Bahadur of Burdwan. Q .—When you refer to income 
from agricultural operations, what do you mean by ‘operations’ ? 

A .—I mean agricultural industries, such as pressing of oil-seeds in the 
villages or the crushing of sugarcane on a small scale. I do not think you could 
tax such operations. 

Sir Percy Thompson. Q .—Part of the profits due tc^ production of cane are 
not taxed? 

A. —No, not those relating to the production of it. 

Q .—Is it not the same on tea? 

A. —So far as I know they are the same. 

Q, —In your reply to Q. 40, you say that the exemption limit is pitched much 
too high. Suppose you fix the limit at Rs. 1,000, is it a question of the relation 
between the yield you get and the trouble and expense of administration ? in 
one province an estimate was given that if you fix the limit at Rs. 1,000, you 
would double the number of people who came within the purview of the income- 
tax, but the actual yield be relatively small because of the trouble of finding 
them out and you would have to increase the machinery very largely. 
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A. —Yes, but I think relatively that a man who earns Rs. 1,000 might be 
able to pay something small. 

Q .—Regarding your reply to question No. 42, would it be possible to have a 
standard form of account for widely differing businesses, like a banking busi¬ 
ness or a grocer’s business? 

A.—You could have a standard form fpr banker’s business. 

Q. —Would you increase the standard form almost indefinitely ? 

» 

A. —Ordinarily 1 think the Joint Stock Companies’ returns are getting much 
more uniform than they were, but, even now certain Income-tax officers do not 
understand the difference between capital and revenue. 

Q .—Would your standard form be applicable to every kind of business? 

.1.—Like undertakings would have a uniform form. 

Q. —Would it apply to the sugar business? 

A. —Yes. 

Q .—You could really devise a form of account for every different business ? 

A. —Yes. I am thinking of something which the Income-tax officers would 
probably be able to understand better. We had a, case the other day in 
which we failed to persuade the Income-tax Officer regarding the principles of 
depreciation in the case of joint stock company accounts and eventually when 
we appealed, the Income-tax Officer was proved to be wrong. 

The President. Q .—You are adverting rather to returns than to the books a 
man keeps? 

A. —I am referring to various questions relating to profits and other details, 
which would be set out in a standard form by the party paying the income-ta* 
before submission to the Income-tax Officer. 

You grow some cane yourself. Does it pay you? 

A. —No. But it is a good thing to have some crop in reserve when your 
general supplies fall off towards the end of the season. 

Q. —You say that the Government’s policy of raising the duty on country 
spirits has already been carried too far. Could you develop this statement in a 
little more detail? 

A .—I think illicit distribution has absolutely got out of control. 
In the old days when the duty was low it did not pay a man to risk 
going in for it, but it is now so profitable that all sorts of smuggling is going on. 
Practically speaking Government have lost control. 

Q. —Has the consumption decreased ? 

A. —Yes, ■ official consumption has decreased. Our distilleries are running 
at half their capacity. 

Q. —You say that it is due to the increase of price? 

A. —Yes. 

Q ■—You say that the illicit distillation has increased? 

A. —Yes. I have every reason to believe this to be the case, although I have 

not seen it with my own eyes. It is I believe accepted even by the Excise 

Department. fTHere is I think no question that it is widespread. 

Q.--D o you think it will improve matters if you do away with the present 
licensing system ? 

A. —I do not know that, I was discussing that question with the Excise Com¬ 
missioner the other day, I do not think he took that view. 

Q. —It has been put to us by some people that the high price of licit liquor 

is putting a premium on the illicit liquor? 

A. —Certainly that is the view. 
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Q ,—Now they are going to introduce some principle of distribution of licenses, 
by committees ? 

A. —Yes, and they are going to proceed a step further with the idea 
of putting a stop to it by distributing direct from distilleries in sealed bottles. 
They tried this system in Benares and they say it has been working with very 
great success. 

Q. —You say it has stopped drinking on the premises? 

A .—To some extent. 

Q .—Does not it frequently result in the opening of accommodation shops? 

A. —I do not know that. But I am told this system is working very welL 
I think it is next to be tried at Cawnpore, Lucknow, Agra and Bareilly. It 
is said that the consumption in Benares due to the new system has gone up, but I 
do not know how it is going to fare elsewhere. 

Q. —Can you account for this? 

A. —Because a man can get a genuine article and there is no added water 
as is probably the case now. As long as the bottles are sealed, the man knows 
he is getting the proper strength. 

Q .—You don’t on the whole object to the present system of licenses? 

A. —No. I am for temperance on general grounds. The present system does, 
not ensure temperance in the real sense. Government is losing its revenue and 
the people are drinking illicit liquor. 

Q. —You advocate a duty on foreign liquors locally made? 

A. —Yes, hurt we have nothing to do with it, as we do not make what are 
known as foreign spirits 

Q .—In order to avoid inter-provincial differences, would you approve that 
duty being given to the Government of India? 

A. —Yes. 

Sir Percy Thompson. Q .—You say that substantial revenue could be secured 
without any injury to Indian trade by the imposition of an export duty on raw 
cotton, oil seeds and raw jute? 

.4 —I think the jute is already taxed but I believe the proceeds p go 
to the Corporation of Calcutta. It is a cess which is used for some special 
purpose. 

Q. —Is it not a tariff duty ? 

A. —It is a cess. 

Q. —Why do you favour an export duty on cotton? Will it not be difficult, 
for the Indian cotton to compete in the markets of the world ? 

A. —But very much of our Indian cotton goes to Japan and they compete with 
us in manufactured goods, which we believe are subsidised in indirect ways and 
these goods are largely made out of Indian cotton. 

Q .—At present there is a shortage of cotton but assuming the conditions 
reach normal, would you still advocate the export duty? 

A. —Yes. I don’t see any prospect of too much cotton. 

Q .—Would it not be precisely the same thing if you raised thf duty on the 
manufactured goods? 

A .—I am afraid only of Japan. I do not think we are getting any special 
treatment from Japan in their tariff. 

Q. —Do you think it is better to put on an export duty? 

A. —Certainly. 

Q. —You want to impose an export duty on oil seeds. Then you will be res¬ 
tricting the export? 

A. —Yes. We want the cake kept in the country. We want this for fertiliz¬ 
ing purposes. The local oil industry of course is not in good case at present. 
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Q. —You think that in the case of some articles in the tariff, a duty calcu¬ 
lated on weight would have advantages. This is specially the case with refined 
sugar ? 

A. —This is row be#g suggested. I made this recommendation some 
years ago. 

Q .—Is it ad valorem ? 

A.— No, with a specific duty on weight the traders know where they are. 

Q .—Then you do away with any valuation? 

A .—Yes. 

Q .—Then it is practically a specific duty? 

.A. —Yes, to some extent. They are putting forward a suggestion for 
Rs.‘ 4-8-0 a cwt. on the higher grades and Rs. 4 on the remainder. That would 
mean no further protection to the Indian producer at any rate for another 12 
months. 

Q .—The effect of putting on the specific duty in a falling market will be to 
give some protection? 

A .—I assume a sort of normal figure. They have put it up for 1924. Cigar¬ 
ettes are also suggested for specific duty. I do not know why. Perhaps it is 
for the lower grades. 

The President. Q. —Have you any views on taxation of tobacco. Do you 
think it will be worth while? 

A. —I do not think so, unless you can catch the big factories. 

Q. —Is there any reason why they should be free of duty? 

A. —No, But unless you catch the big man you cannot catch the small men. 

Q. —Can you adopt the system adopted in Patiala State where they sell th* 
monopoly of sale by auction, impose a limit to private possession and compel 
the growers to sell only to licensed vendors or exporters? 

A .—I think it is quite possible. It will make the taxation also easy because 
it is grown over rather a limited area. 

Q. —That is the trouble, it is grown all over India. I think nearly every 
district cultivates tobacco ? 

.4.—Perhaps it is grown purely for local consumption. I think the system 
you put forward is quite feasible. 

Q .—You advocate increased death duties, and say the present rate of duty 
seems to be very inadequate. Do you allude to the existing rate of probate? 

A. —I do not see any reason why all estates should not pay. At present 
only Parsees and Brahmo Samajists pay and the Hindus and Muhammadans do 
not pay. I do not know why the others should not pay. I think the State- 
is entitled to tax all estates. I think at present the incidence is extraordinarily 
low. 

Q .—I do not quite follow your remarks about the Hindu joint family. You 
have so many shares and the number of deaths would be very much greater? 

Q. —I do not know why that custom should be allowed to operate to avoid 
taxation. If it is possible it should be certainly taxed. You would 
only tax the deceased member’s share of the joint property end should exempt 
those who die before 18 years or so, but I admit the system will have to be 
very carefully handled or it might be very unpopular. 

C-—You advocate that all judicial proceedings should be taxed as highly as 
possible so as to become an effective deterrent to litigation. Don’t you think it 
would be an impediment to business? 

A .—Fortunately we have not got much litigation and I cannot say. But I 
am led to the opinion that there is a lot of unnecessary litigation in this country. 
When I went to Bihar many years ago a great deal of justice was administered 
through the planting community and many people did not go to the courts at 
all. I would like to make the litigation as difficult and as expensive as. 
possible. 

z 
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19th February 1995. 

Lucknow. 


Present : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I., I.O.M., Maharajadhiraja 
Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

The Hon'ble Sardar Jogendra Singh. 

Dr. L. K. Hyder, M.L.A. 


Mr. B. G. BHATNAGAR, M.A., F.S.S., Lecturer ia Economics, 
University of Allahabad, was examined. 


Written memorandum of Mr. Bhatnagar. 

Qs. 1 —7.—At the very outset X wish to make it clear that I am in perfect 
sympathy with the idea of an economic enquiry preliminary to changes in taxa¬ 
tion. But this doesn’t mean that I am also in agreement with what they have 
generally recommended in the Legislative Assembly to be the form of this enquiry. 
If I have understood the speeches made in the Legislative Assembly correctly 
and if my memory does not fail me now, then what they want the economic enquiry 
for, is either for the determination of the total wealth or the determination of 
the national income. Perhaps the underlying idea of those who insist on having 
an enquiry of this nature is ultimately to have an idea of the percentage relation 
that the present taxes bear to the total national income, and then to compare it 
with the percentage relation of taxation to total wealth or the national income in 
other countries like Japan, America, Germany and England. And if after such 
a comparison they find that the percentage relation of taxation to National 
Wealth or National Income is higher in India than in other countries, then, to 
recommend either a reduction in the present quantity of taxes or at least to cry 
a halt to any attempts at further taxation. 

Looking at this line of thought from the practical point of view of taxation, 
I feel constrained to say that, it is entirely a futile method of approaching the 
problem. Such an enquiry may be very entertaining for a discussion in a learned 
society of economists. Perhaps it would also supply a convenient handle to the 
opposition in the legislature to cry down the Government. But it would be almost 
worthless for a practical administrator before whom the problem is either to find 
out new sources of taxation or to bring about an equal distribution of the burden 
of the existing sources of taxation. For him what is important is not the total 
wealth or the total national income of a country but its distribution amongst 
the different classes of people living in that country. Let me make my meaning 
clear by an example : 

Suppose there are two countries X and Y, each having an income of Rs. 10.000 
in the year of 1923-24. Now in X this income is divided amongst 30 people 
equally, each getting Rs. 333-5-4. While in Y, among the same number it is 
divided as follows : 
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Now if the minimum exempted from taxation be kept at Rs. 250 in X and Y, 
and incomes above that be taxed according to the generally approved system of 
progressively graduated taxation, and if we adopt the following rates, t.e., 
incomes between Rs. 250 and Rs. 450 at the rate of 3 pies in the rupep; incomes 
between Rs. 450 and Rs. 900 at the rate of 6 pies in the rupee; and incomes be¬ 
tween Rs 900 and Rs. 1,500 at the rate of one anna in the rupee; then we 
would find that the total amount of tax received in the country X will amount 
to Rs. 156-4-0. The percentage of this tfc> the total income of the country 
would be 1-5625. While in the case of the country Y the total amount of 
the tax on the basis of the scales adopted above would come to Rs. 318-12-0, 
.and the percentage of the tax to the total income would come to 3*1875. 
To an unwary and uninstructed mind the statement of mere percentage of tax 
to the total income or the total wealth of a country as compared to the same of 
the other countries may mean something; but in reality it means nothing. In. the 
above example we have seen that the total income of the two countries is the same 
while the incidence of taxation per 100 of that income is almost double in Y than 
in X. Can we from this argue that Y is more heavily taxed than X? By no 
means yes ! By this time it should be clear therefore that for practical problems 
of taxation, the estimates of total wealth or total income are not at all important. 
What we want is an estimate of the incomes of different classes of people living 
in a particular country so that we may have an idea of what classes would com® 
or should come under our scheme of taxation. 

Not only the attempt to make an estimate of the total wealth or total income 
of India will be useless for the purposes of changes in taxation; but it would 
also require enormous expenditure of time, talent, and energy. I understand 
that in a country like England which is predominantly a manufacturing one and 
where production is carried on in concentrated localities, it took seven years to 
have some sort of a census of production. And this when the available supply 
of men gifted enough to carry out the investigation was as large as an advanced 
-country like England could put in the field for that investigation. In a country 
like India, which is predominantly agricultural and where production is scattered 
over an area at least ten times that of England it should take at least 100 years 
"to complete that enquiry. And here we shouldn’t forget that the available num¬ 
ber of people fit enough to carry on an investigation of that kind is incompar¬ 
ably small. 

Look at it from whatever point we like, whether desirability or practicability, 
.an enquiry to estimate the total wealth or the total income of India is not what 
is wanted. What we want is some sort of an enquiry that would give us a 
•general idea of classification of the people of India on the basis of incomes. We 
should have a number of grades of incomes ranging frorn,^ say, that figure which 
may be taken as the minimum to provide the necessaries of health and efficiency 
to an average family. Of course this minimum will be different for different 
regional units and different classes, and the minimum for the whole of India could 
be arrived at after taking an average of these. For the sake of illustration, if 
we say that such a minimum is an income of Rs. 500 per year, then to our I class 
will belong all those whose incomes are below or up to Rs, 500 per year. 
Our next class may be of income between Rs. 500 and Bs. 750 and so on. How 
to set about the classification of this kind? Should we adopt the method recom¬ 
mended by Mr. C. N. Vakil before the Taxation Enquiry Committee or should 
we adopt some other method? There is no doubt as Mr. Vakil has pointed out 
that the ideal enquiry would be to make an economic survey of each of the thou¬ 
sands of the Indian villages. But he rules it out as he considers that the expen¬ 
diture of time and money would be far too great. Instead he has suggested as 
the next best thing to take taluq as a unit for enquiry. He advises the organiza¬ 
tion of the taluq committees, district committees, divisional committees, provin¬ 
cial committees and an All-India Committee. Towns and other cities which are 
industrial centres are to have their own committees. The composition of this com¬ 
mittee is to be both official and non-official. The results of the enquiry would, he 
~ays, depend on the work of the taluq committees, which should tour and make 
first hand enquiries from villages. According to him at least one-third of the num¬ 
ber of villages in India should be visited by these taluq committees. The main 
plan of the enquiry is not suggested by him and is left to be determined by the All- 
India Committee. If this is all what Mr. Vakil has suggested then it is very 
difficult to either support or oppose his suggestions. If his economic enquiry is to 
he of the variety contemplated in the speeches delivered in the Legislative Assem¬ 
bly, then, as I have pointed out above, it will be a sheer waste of time 
to undertake it; but if the organization that he has recommended is to secure an 
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idea of classification of population on the basis of incomes, then, I for one, aix* 
in perfect agreement with it. To me it appears that such an enquiry should not 
be confined to one-third of the villages but should be carried out for all of them* 
In view of what I have said above this suggestion may appear a little 
fantastic. But if on one hand we narrow down the meaning of our 
economic, enquiry to the finding out of income and expenditure of the 
people and on the other if we keep in view that for this purpose it is not 
necessary to study the family budgets of each individual family in India then the 
suggestion will lose much of its imjnacticability. To begin with, for each village 
there are records in existence. From these total number of people living in a. 
village could be divided into homogeneous groups and for each homogeneous group 
three representative family budgets prepared. What I mean by homogeneous group 
is, all people either following the same occupation such as agricultural labourers,, 
the village artisans, the weavers, etc. The agriculturist class itself could be 
divided into a number of homogeneous groups either on the basis of number of 
hats , or wells or area under cultivation, whatever may be convenient in a 
particular locality. As a matter of fact these homogeneous groups should not be 
confined to each individual village but should cover a homogeneous region or a 
group of villages having similar conditions. For dividing a district or a, taluq 
into such homogeneous regions it should not be necessary to spend much time 
and attention because in all the temporarily settled parts of India the Settlement 
Officers have already done this kind of work for us in their Kent Kate Keports. 
Instead of the taluq suggested by Mr. Vakil, I should strongly recommend the 
adoption of circles devised by the Settlement Officers for the calculation of rent 
rates as the basis of our enquiry. It is for these circles that we should have 
in the beginning an idea of the classes of people living and then for each class 
we should study, say, about half a dozen specimen family budgets. If we- 
narrow down our scope of enquiry within the limits suggested above then I am 
sure that the suggestion will have lost much of its fantastic character. I am 
conscious of the fact that even in this narrow aspect it will take not six months 
as suggested by Mr. Vakil but at least twice or three times that period provided 
work is started all over the country simultaneously. 

In this connection I would strongly recommend the Questionnaires Numbers 
2 and 3, which we in the Allahabad University have been utilising for the 
study of family budgets. The method of dividing the district of Allahabad into 
three circles may also be noted. So far we have published only one bulletin in 
this connection, -which I have great pleasure in enclosing for the consideration 
of the Committee. 

Such an enquiry when completed would be of great help in solving some very 
important problems connected with taxation. From the income side we could 
know what classes should come under different kinds of taxes, as well as the 
probable income from each. From the study of expenditure we could find out 
the real incidence of direct and indirect taxation on the different classes, and 
then get some particular hints for equalising the burden of taxation. 

Qs. 8 & 9 .—The existing data are not sufficient to give us any correct idea of 
the incidence of taxation on the different classes. The process that I believe 
can give that idea is what I have suggested above. 

Q . 10 .—While estimating the assets of a landlord in these provinces (Agra and 
Oudh), the settlement officer takes into account the income from Sayar , i.e., from 
trees, sale of forest land or grass, and fruits, etc. From a study of the Settle¬ 
ment Keports it would appear that the share of Sayar income in the assets would 
come to something like between one and two per cent. And as the Government 
usually take about 45 per cent in these provinces the share of such income would- 
be approximately between 0.5 and 1 per cent. Income from nazaranas, penalties 
and other customary dues are not shown in the village papers, and the 
Settlement Officers do not, seem to have included these items in the calculation 
of the assets, and therefore such income does not form any part of the revenue. 
However, I should like to add, that all such customary dues are now becoming 
rare, especially after the non-co-operation movement. 

Q. 11 — No. 

Q. IS. —I am not competent to answer this question. 

Q. 18 .—Of course the element of tax will appear under (e), but I would recom¬ 
mend the Government adopting a midway policy as between (a) and (b) in* 
general. In the case of particular services, however, where the object of the Gov¬ 
ernment is to benefit a particular section of the people the Government may sell 
the commodity at a price that would cover the bare return on the capital invested.. 
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Q • —There is none, and that because a tax is that in economic parlance 
"which has to be paid under compulsion. Now in none of these this important 
element is present. 

Q • 15. —I have no idea whether the charge for water supplied is adequate or 
not. As to the plan to be adopted I feel strongly inclined to support No. 15 (1). 
And this because I look upon irrigation water as an important raw material in 
the agricultural industry. As agriculture is our most important industry, and 
as water is essential for its economic development, it should be supplied at as 
•cheap a rate as possible. 

Q. 16. —It would be right under certain circumstances to take a j>ortion of 
this increase; while in others it would be unjust. Supposing a landowner sells 
his land after its value has increased owing to the introduction of irrigation, then 
it would be just to take 50 per cont of the increased value. But if he does 
not sell it, and is securing a higher rental, then there is no justification for 
charging any money on the basis of the increased value, and this because the 
Higher rental would naturally be utilised by the Settlement Officer for fixing a 
higher revenue. But in the provinces and areas, such as in the newly colonised 
parts of the Punjab, where land values have risen very rapidly, and largely be¬ 
cause ot speculation in land, it may be desirable to tax the land-values in addi¬ 
tion to land-revenue even during the currency of a settlement. 

Q. 17. —Tenancy laws in different areas have very intimate connections with 
sucl\ proposals. If there is an area such as the Agra Province where the majority 
of the cultivators are tenants-at-will or occupancy tenants, whose rents are liable 
to be increased, then in such areas any such improvement is sure to lead the 
landlord to increase the rents of the tenants, with the result that- the greater 
part of any such increase is not likely to remain with the cultivator for a long 
time. While in the provinces like Bombay and Madras, where there are no land¬ 
lords, the chances are that the benefits resulting from any such schemes would 
remain for the remaining term of the settlement with him. 

Q. 19.—-I for one would not take such taxes into consideration while estimat¬ 
ing the general incidence of taxation. Whenever any such taxes are imposed 
they are for a definite period of time and for a specific purpose leading to some 
benefit for the oeople concerned. Strictly speaking they are more in the nature 
of a fee than of a tax. 

Q. 20. —Yes. I would make distinction between those taxes which are ear¬ 
marked and those which are levied for the general purposes of the local body. 
In clause 1, I would put such as the road cess, and in clause 2, the general 
cess which is levied up to 10 per cent of the land revenue by the Provincial 
Government in the United Provinces for the general purposes of the District 
Boards. 

Q. 21„ —Looked at from a strictly economic point of view, I would not call 
any charge a tax if it is voluntary, because from Adam Smith downwards all 
economists have agreed to define tax as a compulsory contribution. No taxes 
therefore should be considered as voluntary and no contributions that are volun¬ 
tarily paid whether for a specific service or not, should be included in estimating 
the burden on the taxpayers. 

Q. 23 .—Yes. I agree with the statement quoted. 

Q. 21/.. —A tax upon entertainments and railway tickets is quite legitimate, 
provided third and inter class passengers and those entertainments which provide 
for poorer classes are exempted. 

Q . 25. —However, in estimating the burden due to excise revenue, I would 
make no such distinction and that because classes that are prohibited by their 
religions to drink are found making use of all these intoxicants. 

Q. 26. —The scheme of taxation in India may be approached from two distinct 
points of view (i) the distribution of the different sources of income between the 
Central and the Provincial Governments and (ii) the distribution of the burden of 
taxation on the different classes. No. (i), I have studied in my paper which I 
read before the Indian Economic Conference at Benares, a typed copy of which 
I have already submitted through Prof. Burnett-Hurst. As re No. (ii), it is very 
difficult to pronounce any opinion one way or the other without having the mate¬ 
rial which can only be secured if an enquiry on the lines suggested at the begin- 
-ning of this memorandum is carried out. Then an^l then only we can have any 
dependable idea of the incidence of different taxes on the different classes of 
^people. 
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Under ordinary circumstances people whose income is below the subsistence' 
level or just at the margin of subsistence should not pay any tax of any kind 
but in times of stress such as a war, even they may be called upon to contribute 
to the expenditure of the State. In this connection, I may be permitted to 
add that indirect taxes on such commodities as salt, tobacco, matches, kerosene 
oil—commodities which are consumed by almost all the classes of people—should 
ordinarily be taxed at a nominal rate and when an emergency arises, the rate 
should be increased. 

<2. 28. —By no means yes. 

Q. 32. —Direct taxation, to which the different taxes mentioned in questions 30 
and 31 belong, I look upon as objectionable in the case of the poor classes. 
Such taxes in their case are likely to produce a great feeling of resentment 
against the authority of the State and that feeling is likely to be exploited 
by the professional agitator for his own ends. Taking the other aspect, such 
taxes are likely to awaken the political consciousness of the people and to make 
them take a greater interest in the affairs of the State. Tf rightly handled, a small 
capitation tax may be used as a potent educator of the masses in their political 
responsibilities. However, on purely economic grounds, such as the cost of col¬ 
lection, I would prefer indirect taxation for the general mass of the population. 

Q. 33. —A study of the statement E makes it perfectly clear that the taxable 
minimum is higher in India and that the percentage of in¬ 
come taken on smaller incomes is higher in India than in 
other countries, while it is much lower for higher incomes. Perhaps, 
the prevailing standard of living and price level in India would justify a lower 
taxable minimum; but there seems to be no justification for keeping the per¬ 
centage higher in the case of lower incomes and lower in the case of bigger in¬ 
comes. I for one would therefore strongly recommend that the percentage of 
income taken in taxation should be brought to the same level as in France up to 
incomes of £150 and above that it should be raised so as to bring it in line with 
other countries in the world. This would give us a good substitute for those 
taxes that may be abolished. 

Q. olf ..—I look upon the present scheme of graduation as unsatisfactory and 
that because it takes away a higher percentage from lower incomes and lower 
percentage from higher incomes, as compared to what we find in England or in 
France, I for one strongly recommend the scheme of graduation similar to that 
of France. 

Q. 35. —It is desirable to make a differentiation in favour of earned incomes, 
or incomes from capital invested in productive enterprises; and this because in 
the present state of economic development in India, it is desirable to encourage- 
the investment of capital in industry and trade rather than landed property. 

Q. 36. —It is impossible to make allowances for the number of persons sup¬ 
ported out of particular incomes without proceedings of an inquisitorial nature 
and to undertake such proceedings it is likely to lead to some very undesirable 
practices. To facilitate matters, I would recommend that in case of incomes, 
say, Rs. 10,000 or above, no allowance be made for the number of people sup¬ 
ported. Below that T would proceed in my normal way and leave it to the party 
concerned to substantiate its claim for a reduction on the basis of numbers cf 
people to be supported, just as under the existing circumstances all incomes of a 
company are taxed at a uniform rate at the source. The individuals, later on, 
secure rebates. 

Q. 37. —1 would leave the super-tax on the companies in its present form. 

Q m 38. —I am in favour of the removal of the exemption of incomes derived 
from agriculture. However, the problem is a very complicated one. The scheme- 
of taxation in this connection should take into consideration the prevailing system 
of land tenures. So far as the provinces where the zamindari system prevails 
are concerned, I have absolutely no hesitation in recommending that incomes 
U\yond a certain minimum be taxed. Certainly the minimum in this case will 
have to be a little higher than in the case of income from salaries or business 
enterprise and the percentage share that may be taken by the State for higher 
iimomes may in this case be legitimately 'fixed at a higher figure. In the case of 
provinces where ryotwari system of land tenure prevails, I am 
inclined to think, that the number of actual farmers, if the pre¬ 
sent limits of exemption are maintained likely to be affected, would be very 
few indeed. I have no personal experience of the ryotwari areas but the im¬ 
pression created on my mind after going through the economic surveys carried* 
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out by Dr. Gilbert Slater in Madras and Dr. Harold Mann in the Bombay Presi¬ 
dency, is that the number of occupants who are actual farmers and whose income^ 
may be above exemption limit would perhaps be one in a thousand. So far as- 
the United Provinces are concerned, I can say with more or less definiteness that 
the number of farmers whose income would be above the exemption limit would 
not be more than one in 10,000. It would therefore, in my opinion, be quite 
useless to tax agricultural income in the case of actual farmers and this mainly 
because we are not likely to get much out of it; but also because if actual farmers 
are exempted then it would encourage better farming. However, there is a 
large number of people in Madras and Bombay as also in the Punjab who in the 
Government papers go by the name of occupants and yet who do not actually 
cultivate their farms and are as good land-owners as one could find in any of 
the zemindari provinces. Their incomes should be treated exactly on the same 
lines as the income of the zamindars. 

Q. 39 .—I am afraid I am not prepared to accept the estimate given in this 
connection. For one thing I haven’t seen the data on which the estimate is 
based. And I doubt very much that even the authors of ‘Wealth and Taxable 
Capacity in India 5 had the necessary data before them. If I were to calculate 
the likely proceeds from such a tax, I should like to have before me a province- 
wise list of, people with agricultural incomes above the exemption limit. Not 
only this, I should also have the approximate number belonging to different 
classes of income. Now so far as my knowledge of published statistics is con¬ 
cerned this information is not readily available. However, I don’t mean to say 
that this information doesn’t exist. I know it for a fact that in every district 
in the United Provinces a list is maintained in the Collector’s Office wherein the 
zamindars are graded according to their incomes. Probably, similar data also 
exist in other parts of India and if the authors of ‘Wealth and Taxable Capacity 
of India’ have succeeded in securing information scattered all over the country 
then certainly their estimates must be correct. However, for one of our research 
students we tried hard to secure this information from district officials in the* 
United Provinces and the reply that we got was that “they had not the time to 
compile the necessary information for us. The research scholar should, if he- 
liked, compile the data for himself and the officers would allow him to make use 
of the existing records.” Perhaps, the authors were more fortunate than ourselves. 

Q. IfO. —Yes, I consider that it would be fairer to reduce the limit of exemp¬ 
tion to one thousand in case of income tax.. Owing to the prevailing system of 
joint-family in India, it is rather difficult to make it as low as subsistence level. 
To arrive at a standard family budget is not difficult but our social responsibi¬ 
lities are far more inclusive in this country than in Europe. In view of this- 
fact, I should strongly recommend the maintenance of exemption limit at a 
figure higher than the subsistence level. 

Q. lfl .—From my personal experience, I can say, that there are a number of 
people in urban as well as in rural areas who escape taxation, simply because- 
they keep no accounts. It is true that the introduction of a centralised and more- 
efficient system of income-tax control has done a great deal to remedy this defect, 
but if we could adopt some measures that would compel all people, big or small, 
engaged either in some sort of productive enterprise or in business such as trade, 
money-lending and so forth, to keep accounts, then the receipt from income-tax 
would materially increase. Certainly, it is desirable that people doing business- 
should keep accounts in a standard form. In what form that has to be decided. 

Q. flf .—I for one am satisfied with the present arrangements in regard to- 
assessment on the previous year’s income. 

Q. If.9 .—-Yes. I would recommend excise on the production of the following : 
cigarette papers, coffee, matches, motor-cars, tobacco, sweets and perfumery. 

Q. 50 .—Such graduation is only practicable in the case of those articles which 
have different varieties such as different kinds of wine, different kinds of tobacco, 
and so on, but it is not practicable in the case of such commodities as salt. 

Q. 61 .—I agree with the statement quoted, but as I have pointed out above, 

I would tax salt rather at a nominal rate and would only keep it as a reserve for* 
emergencies. 

Q . 62 .—Personally I believe that it is not proper to tax people whose income- 
is either below the margin of subsistence or just about it; but as it is almost» 
impossible to adopt a scheme of general indirect taxation from which these 
classes may be completely eliminated, therefore the commodities that are geeally- 
consumed by them should be taxed very lightly. 
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Q . —I would recommend the extension of sale directly by Q jvernment at a 

price which includes the expenses of manufacture and the tax. 

Q. 55. —Certainly yes. So far I was evading the statement of my idea on 
this point but now I must, I would strongly recommend that Government should 
make salt a monopoly of the State. 

Q. 57. —The most evident result of the process of sifting is to increase the 
price to the consumer. It is invariably practised to increase the trader’s profit 
and as such it should be prohibited, but if the production of salt is made a 
State monopoly and standard'quality is put on the market then there would 
be no necessity to take any measures in this direction. 

Q. 58. —Certainly the sale of salt by weight is preferable. 

Q. 59. —Tf, as T have recommended, salt is to become a State monopoly, 
then certainly it will be desirable to have a Government agency for its sale. 

Q. 61 .—I am not a believer in morality being enforced by something external 
to man. Both Muslim and Hindu religions denounce drinking and the use 
of intoxicants and yet people do drink and use intoxicants. When 1 say this, 
I do not mean that the State or the public should do nothing to lessen the use 
of intoxicants by the people. But what I mean to emphasise is that instead 
of using compulsion such as prohibition to eliminate the drink habit, I would 
prefer persuasive methods. The only result of compulsion wherever adopted 
seems to have been to drive the drug habit underground. Arguing on these 
lines therefore, I would support a moderately high excise duty. I am not in 
favour of any of the proposals made by Dr. Matthai or by the Bombay Excise 
Committee. 

Q . 63. —I accept the general implication of all the quotations in this connec¬ 
tion but 1 wish to lay a special emphasis on No. 1 and this because I believe 
that the drug habit can only be reduced by moral persuasion combined with 
economic pressure. 

Q. G!f .—.Regarded as a pure measure of taxation the policy followed in the 
United Provinces seems to have gone in advance of that which I would recom¬ 
mend. Looked at from a purely revenue point of view our excise duties seem 
to have reached that point where we may look upon them as effective from 
the moral point of view, Very recently it was given out by the Government 
that the excise duty is so high that the excise revenue is diminishing. Now if 
diminution has taken place owing to the curtailment of the drug {mbit as the 
public think it has, then it is something to be welcomed. But if it has led 
to illicit production on a large scale as it is alleged by the Government that it 
has, then certainly we have overshot the mark. Our excise duties should be 
such as would discourage consumption but. they should not be so high as to lead 
to illicit production on a large scale. If they are of the latter variety it means 
a double loss. The State loses in revenue and the public do not gain in moral 
uplift. In my province, therefore, the question is of facts. 

Q. 60 .—To me it seems that the fall in excise revenue is due to (i) pressure 
exercised by the non-co-operation movement and (ii) the effectiveness of high 
excise duties. 

Q. 67. —I believe in uniformity of taxation in the case of those commodities 
which are imported and also produced at home and I therefore would advocate 
a uniform rate on things produced in India as well as imported from abroad. 

Q. 68.-- No. 

Q . 70. —In the United Provinces the tori thikedar pays from eight annas to 
two rupees per tree to the owner of the tree. In addition to that he pays the 
taxes to the Government. From what I have seen I am .inclined to thin* that 
there is margin for further taxation. 

Q* 71. —Yes. There are sufficient reasons for variety of rates. Ganja and 
charas have greater value for the same weight and at the same time their 
effectiveness as intoxicants is far greater than that of bhang. 

Qs. 72 and 73.— Yes. 

Q. 7If. —Certainly, the decrease in the number of licenses has resulted in a 
great increase in ttie value of those that remain. To me it appears perfectly 
natural. 

Q. 78. —If a revenue tariff covers all imports the natural result as pointed 
out by Prof. Hamilton, is, that it falls rather heavily on the middle class 
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people. I would, therefore, advocate that the tariff imposed for revenue purposes 
he confined as far as possible to those articles which are consumed by the upper 
classes. This doesn’t mean that the commodities larg^y consumed by the middle 
classes shouM be perfectly free but that they should be taxed at a lower rate. 

Q. 89. —The practice of going to the Law Courts especially the Revenue 
Courts i£ not certainly an index of the ability to pay of the litigant and as such 
the court-fees and stamps in the Revenue Courts should be so limited as just 
to pay for the cost of the courts. From my experience, in the rural areas I find 
people carrying on litigation from money borrowed at high rates of interest. 
We should, therefore, do everything possible (i) to decrease litigation and (ii) 
to reduce the expenses of litigation as far as possible. I am conscious of that 
argument which is advanced so often that it you diminish the expenses of 
litigation you encourage it; and there is no denying that there is a tendency 
set up in this direction, but certainly raising of court-fees and stamp duties 
does not seem to be effective in this connection. The remedy lies elsewhere 
i.e., the simplification of laws of tenancy and contract. But as the chief function 
of the State is the maintenance of law and order it doesn’t seem to be right 
for the State even to utilise the agencies that it maintains for discharging its 
primary functions as sources of taxation. I would therefore say that it isn’t 
legitimate to arrange our stamps and court-fees according to the ability to pay. 

Q. 90. —Statement of Hobson is perfectly correct, but it needs a little quali¬ 
fication, and that is by having stamp duties on deeds of disposal or transfer 
of property if they are not very high the State does a specific service which 
gives validity to the transaction. Fees tend to develop into taxes. 

Q. 92.— Yes. The element of taxation is present in the court-fees. 

Q. 93. —Here I think the State may legitimately bring in the element of 
ability to pay and adopt a progressive scale for registration. 

Q. 95 .—In a country like India there isn’t much scope for an entertainment 
tax, outside a few big cities, and therefore I would leave this source of income 
to the discretion of local bodies. 

Q. 96. —A tax may be defined as a compulsory contribution from an individual 
not in lieu of any specific service done to him but for the general maintenance 
of the State. A rent may be defined as that which is paid by the users of some 
natural factors of production such as 'land to the owner of that factor. The 
economic considerations in deciding whether land revenue is a tax or a rent 
does not apply equally to all parts of India. Proceeding on purely economic 
lines land revenue in the ryotwari areas can to a certain extent be classed as 
rent. It us a different matter that the owner, of the land, i.e., ‘State ’ prefers 
not to take the whole of the economic rent. However, in the zamindari pro¬ 
vinces, land revenue from a purely economic classification point of view can 
neither be classed as rent nor as tax. It isn’t rent because it is levied irrespec¬ 
tive of the actual income of the landlord. In a country like England where 
landed incomes are taxed exactly on the same lines as incomes from other 
sources, if a landlord decides to keep all his land fallow during a particular year 
and therefore has no income from it for that year, he has to pay no tax. While, 
in India, whether the landlord has income or not, the landlord is bound to 
pay the revenue assessed on his land. This is something which distinguishes 
land revenue from a tax. It is as Baden Powell has pointed out something 
by itself. If, however, we must label it either as rent or as tax, then, il has 
more in common with a tax than with rent. 

#. 97. —No. It may be affected in the ryotwari provinces but it is not 
-certainly affected in the zamindari provinces. The causes that influence the 

prosperity of the cultivator are so many that it isn’t possible to give an idea 
in a brief sketch like this but certainly land-tax in the zamindari provinces 
very remotely effects it. For a study of the causes that influence the prosperity 

of the cultivator, I would strongly recommend the perusal of my paper on 

‘ India’s Economic Problems ' recently published in the ‘ Bengalee 

Q. 98. —I concur with 1 but I do not concur with 2, 3 and 4. 

Q. 99. —I don’t understand this question as it is not clear. Inequality in 
what? Taking into" consideration the standard of living and price-level, certaimy 
Es. 2,000 is not the subsistence level. It is not impracticable for a taxing 

officer to ascertain whether an agriculturist’s income exceeds the taxable minimum 
limit or not. It should be quite easy in the case of zamindars. Certainly it 
-would lead to the breaking up of joint families, and as a result it would 
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tend to induce fracuonisation of holdings; but I don’t think that it will go a 
very long way in this direction. 

Q' xoi .—I don’t approve of a tax on mutations because I think that it will 
not be effective in checking fractionisation. The phenomenon Qf fractiomsation 
or what is known in economic circles as sub-division of holdings is due to our 
laws of inheritance, and mutations are merely the outward indices of the real 
disease. In order to check this tendency we have either to change the laws 
of inheritance, which is an uphill task, or we have to modify our tenancy laws 
on the lines suggested by the United Provinces Government in the Bill ou 
Agra Tenancy under consideration. 

Q. 102, —Yes. 

Q. 103. —I would leave the taxation of the agricultural lands within municipal 
limits to the local authorities. 

Q. 10k -—I would adopt Xo. 2 and that because this seems to be the only 
method by which comparative estimate can easily be made. 

Q. 106. —I agree. 

Q. 107. —The local bodies should be given further powers of taxation. 
They, especially the municipal boards, be given the power to tax the increase 
in the land values. 

Q. 108. —From a purely economic point of view the levy of octroi is eeitainly 
unsatisfactory and 1 quite agree with what Armitage Smith says in the passage 
quoted in Q. 109; and as such out of these three taxes, T would recommend its dis¬ 
continuance. But after taking into consideration the financial position of the 
majority of the municipal boards in India and my failure to suggest some 
suitable and effective substitute, I do not feel justified in recommending its 
discontinuance. In big cities like Calcutta and Bombay where owing tc the- 
high prevailing rents, the house-tax succeeds in bringing substantial funds to 
the municipal exchequer, it is comparatively easy to dispense with octroi, but 
in moffassil municipalities where octroi brings in substantial revenue and where 
house-tax is not comparatively important it is difficult to do without octroi. 

I know of some municipalities in the United Provinces which for a time abolished 
octroi; but when they found that they could not make the two ends meet, they 
had to reimpose it* It is one of those necessary evils with which an undeveloped 
country has to put up with. 

Q. 112. —It is right that the house and the land tax and the land cess should 
be levied in whole from the owner. The owner of the agricultural land is not able- 
immediatsly to shift the land cess on to the occupier but even he, in the long 
run, shifts it on to the occupier, while the owner of a house or a laud, within 
the municipal limits does shift the tax almost immediately on to the occupier. 
It is also easier to collect from the owner than from the oceupier. 

Q. 113. —So far as the limitation on the power of the District Boards to 
impose a land cess is concerned, it is very desirable. , If the District Boards 
were given an unlimited power, the danger is that the burden of taxation on 
the landlord may become excessive. It is to safeguard against this that it 
is essential that a limit should be fixed. However, as lands and buildings in 
municipal areas are not exposed to taxation by two authorities, there seems to 
be no justification for imposing any limit there. 

Q. 117, —Before I answer this question, I may be permitted to point out that 
the theory that prevails iri certain quarters, that towns and cities are something. 
independ3.at of the surrounding rural regions, and that the surrounding rural 
region does not in any way benefit from the presence of the town or the city 
appears to me to be entirely wrong. It is on the basis of this theory that 
people consider it unreasonable on the part of the Central Government to give 
subsidy or grants in aid to the municipal administrations. If the theory were 
correct, then the principle on which the Central Government should advance 
funds in aid of municipal finance would have been a simple one. There I should 
have expected the Central Government giving only so much as was neetssary 
to ( spend on national or onerous services. But I do not believe in the principle 
initiated above. To me, the city or the town in the centre of its surrounding 
rural region occupies very much the same place as head and heart do in the- 
human body. I womld therefore freely accept the legitimacy of general govern¬ 
mental funds making unconditional contributions in aid of ioeal finances. How¬ 
ever, I would modify this principle to a certain extent and that to ensure- 
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economy and local effort to raise funds. The particular form that my modifi¬ 
cation would take in practice would perhaps be the same as is adopted in the 
United Provinces for giving aid to private schools and colleges. If they provide 
Rs. 100 the G-overnment is also willing to grant them aid up to an equal amount. 

Q. 118 .—The stimulus referred to in the question does not seem to exist to 
an appreciable degree in the rural areas but the civic consciousness of the 
people in the cities has very much increased of late years and chances are chat 
it will continue to increase. However as things are at present, some watchful¬ 
ness on the part of the Central Government to see that efficiency is maintained 
is essential. But this watchfulness should, as far as possible, avoid its expres¬ 
sion in that particular form which depresses initiative, and should express 
itself in that persuasive ‘manner which encourages initiative and creates an 
impression on the mind of those in whose interest it is exercised that the 
exercising authority is solicitous of their well-being. 

Q. 119 .—Out of these only I will recommend a tax on hotels and that by 
the local authority in whose jurisdiction the hotel is situated. 

Q. 120 .—I am inclined® to support strongly proposal of J. C. Jack for the- 
universal income-tax. What particular form it should take is a question of 
details which will have to be discussed later on. If Jack’s suggestion is adopted 
it will naturally embrace Prof. K. T. Shah’s suggestion of having an income-tax 
on agricultural incomes. I am also inclined to support strongly Prof. Shah’s 
suggestions to have succession duty as well as tobacco monopoly. His suggestion 
to have registration fee on marriages is also very good. It is likely to secure 
a substantial income to the exchequer and at the same time to secure legal 
recognition of the fact for the parties concerned. As things are at present, no 
reliable records exist to prove whether a certain man was married to a certain? 
woman or not. The other taxes mentioned by Prof. Shah are such as are 
being utilized by local authorities. The suggestion of a- member of the Indian 
Economic Association to have a tax on dowries is not likely to yield much 
and is sure to increase dishonest practices. The suggestions of Prof. 
Rangaswami Iyengar have been already covered by Prof. Shah’s suggestions. 
Mr. Vakil’s suggestions are quite reasonable. The same cannot be said, how¬ 
ever, of the suggestion of Sir Ganga Ram. He would abolish land revenue 
and replace by produce tax of 1/6 of the value of each and every produce of 
the land. If the assessment of land revenue means so much work for the* 
Settlement Officer and his staff and that when it is assessed not every year but 
every thirty years, then the estimation of the produce of the land every year, 
as contemplated by the suggestion of Sir Ganga Ram would really mean an 
enormous amount of work. If for nothing, then for this, I would rule out his 
suggestion as impracticable. Perhaps, he himself realises this and that is why 
he has added that “ This tax I would charge on all such produce brought to* 
the railway station, whether it is for the provincial consumption, for transfer 
from one province to another or for export to other countries, exempting only 
a certain local radius intended to cover home consumption.” If this suggestion 
of his is adopted to give effect to his proposal, then two things are likely to- 
happen (i) the State will not be able to secure 1/.6 of all the produce whereas 
now State is able to get some percentage of the total yield from the land in 
every year : (ii) that part of the produce which will be seeking export from 
province to province or from India to other countries will be subjected to a com¬ 
paratively high tax and thus discourage industry and trade. Ih some cases where 
things may be re-exported, double or treble taxation may take place. The local 
radius exemption is likely to ^ead to devices for evading this tax, and thus increase- 
dishonesty. While the proposal to commute land revenue is perfectly impracti¬ 
cable for want of the necessary funds. 

Q. 121 .—I am in entire agreement with the passage quoted above. 

Q. 122 .—I would strongly recommerid the taking up of tobacco as a Govern¬ 
ment monopoly. Its production should be allowed on the same lines as the* 
cultivation of poppy. It should not be difficult to stop |imports because we 
haven’t found it difficult to do so in the case of opium. 

Q. 137 .—I would graduate the succession duties according to the amount in¬ 
herited for each individual heir. I have discussed this point in my paper read' 
before the Economic Conference at Benares. 

Q . 139 .—I agree with the propositions initiated here 

Q. HI .'—I consider this appropriate in the case of India. 

Q . V/2 .—I accept the proposal. 



364 


Q. 1^3 —The difficulty described in the passage is certainly magnified in the 
case of India and that because of the joint-family system. 

Q. In the case of 'movable property, it would certainly be difficult to 

-enforce succession duty. People will certainly try to evade it, and the detection 
of evasion will be very difficult in the_case of jdint-families, but all these 
difficulties can be got rid of, if the succession duty is not levied on what is 
jailed chattel property. 

Q. IJfi .—Diyision of the Proceeds. The question of the division of the 
proceeds may be approached from two distinct points of view (i) to give the 
Central and the Provincial Governments definite and distinct sources of revenue 
to carry out their responsibilities in their respective spheres of influence. That 
it is highly desirable to earmark certain sources of revenue to each ot them 
needs no lengthy elaboration on my part as the principle has already been-very 
well recognised in the Montague-Chelmsford Scheme ,of Reforms. Secondly, 
after having assigned sources of the revenue in this way, the question may be 
approached from the point of view of convenience of collection. So far as No. 1 
is concerned, I strongly believe that, as far as possible, we in India should aim 
at giving separate and distinct items of taxation to the various Governments. 
So far as No. 2 is concerned, that to me is a question of administrative conveni¬ 
ence and it is here that I will make use of the principles recommended in the 
passages quoted in this connection. 

Q. 11^8 -—There is no danger of the contingency mentioned in this question 
arising in India and that because under the present arrangement, Central Govern¬ 
ment have income-tax, and other expansible taxes besides customs revenue. 
For further discussion of this subject I would refer the Committee to my paper 
read before the Economic Conference. 

Qs. 1^9 <£ 150.—\ do not know any province in India which is mainly commer¬ 
cial. Of course Bengal and Bombay could derive substantial income from jute 
and cotton industries as well as from commerce if income-tax were not a 
central source of revenue, and perhaps as compared to other provinces they 
are at a little disadvantage. While they have the responsibilities arising out of 
the presence of these two factors they do not get an adequate income from them. 
In view of this fact it may be decided to modify the principle of clearcut in this 
-case, and a certain percentage of the income from the taxation of industrial fti- 
comes in these provinces may be given to them. 

Q. 151. —I have discussed this question in my paper. 

Q. 152 .—I accept the above reasoning. 

Q. 153 .—Yes, there is a case for allotting them to the provinces concerned. 

Q. 151 }.—This question also I have discussed dn the paper. 

Q. 155. —This question I have already discussed above. 

Q. 156. —I accept your reasoning. 

Qn. 157 & 159 .—All these questions are discussed in my paper. 

<3. 150 .—I agree. 

Q. 161 —Yes, limit should be imposed by law. These hints I have already 
•given. 

Q. 163. —I advocate public enterprise in such cases. Under ordinary circum¬ 
stances such enterprises should be run on the principle of maximum benefit and 
not on the principle of maximum monopoly net revenue. But when the needB 
of the public demand a higher income the element of taxation may be introduced. 
Both Dr. Marshall and Prof. Pigou advocate a similar treatment of such services. 

Q. 16 If.. —No. 

O. 165. —Yes, I approve of the application of the principle of monopoly in the 
case of the following commodities in India : tobacco, explosives, salt, alcohol and 
other drugs, and quinine. 

Q. 168. —If the production of tobacco is made a State monopoly, its production 
will have to be carried on, on very much the same lines as the production of 
poppy and here the agency of the land revenue staff will have to be 
utilised. I think that this perhaps is the only taxation the adminis¬ 
tration of which could be entrusted to them with advantage. As things 
are at present, I do not think that the revenue staff is excessive. There 
is so much of litigation that they have hardly any time to give their attention 
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to the development side of rural areas, Even supposing that their judicial work, 
were either diminished or completely taken away from them, then they could 
very well and should give their time to the encouragement of co-operation, sate 
tation and other works of agricultural development, which hardly receive any 
attention from them now. 


Thoughts on Indian Finance. 

(A Paper read by Mr, Bhatnagar before the Economic Conference at Benares 

1936.) 

The termination of the Great War and the introduction of the Montagu- 
Chelmsford Reforms, have both in their own way left some mark on the 
finances of India. The War in its cumulative effects has succeeded in raising 
all around us a desire for more funds. The Military budget which in its 
untrimmed condition used to stand somewhere about thirty crores* in the years 
immediately before the war, now, they say, is impossible to bring down below 
sixty crores, and that too after all the cuts applied by the Incheape axe. 
The great inflation of currencies in Europe and to a certain extent in India 
also, raised the level of prices, and thus on the onC hand reduced the value 
of money received in taxation by the Government, and on the other led 
the various Services under the Grown to ask for more on the basis of higher 
prices, both leading to a strong demand for more taxation. The Mbntagu- 
Chelmsford Reforms, by separating the Provincial finances from the Central 
finance of the Government of India, succeeded in bringing about a further 
reduction in the resources of the Indian Govei^iment. To make good this 
deficit they introduced ihe system of Provincial Contributions, and that in 
its turn has brought about stringency in the various Provinces; and thaC" at 
a time when the Reforms have placed the Development Departments under 
Ministers responsible to the popular Legislatures. Whatever may be the opinion 
of political leaders, to me it seems that much of the unpopularity of the 
Reforms may be attributed to the lack of funds at the disposal of the Ministers, 
who with all the good intentions could do verijr little to improve the. condition 
of the people. If Dyarchy has failed, much of its failure is due to this initial 
mistake. To me therefore the problem of Indian finance presents a two-fold 
aspect : First, how to secure increased funds for the Central Government 
to meet the expenditure on subjects pre-eminently Central such as the Army, 
the Navy, the Air Force, the Posts and Telegraphs, etc. The same is true 
in greater measure of the Provinces, where not only more funds are needed 
for the present, but also from the nature of the subjects assigned to them, they 
would continuously need more and more. Secondly, how to bring about a 
division of sources of income and expenditure between the Central and the 
Provincial Governments, so that each may have its legitimate sphere of 
influence, and yet be perfectly independent of the other. The division as it 
is at present puts practically all the services such as Education, Sanitation and 
Industrial Development that need expansion and further development, and on 
which, as the country becomes more and more organised, the chances are that 
more and more expenditure will be needed, under the Provinces; while it 
assigns almost all the sources of income which have been yielding progressive 
income, such as Customs, and income from Railways, Posts and Telegraphs 
to the Central Government. And these are pre-eminently the sources from 
which incomes is likely to increase with every increase of material civilization 
in this country. The only source of income under the existing arrangements 
which is progressive and expandable, and from which Provinces get a share, 
is the Income-tax. Rut it is almost an insignificant source as the Central 
Government has only permitted the Provincial Governments to retain a share 
in the growth of the income-tax, when this growth is duo solely to an increase 
in the amount of income assessed, and is not due to any increase in the rate 
of the tax. This is arranged by giving to the Provinces three pies on each 
*upee of income assessed minus whatever this amounted to in the years 1920—21, 
less also one-fourth of the eostg^ of collection. Even as it is the arrangement 
is hut a temporary one. 

We may begin now with the second problem. At present the chief sources'of ' 
income of the Central Government are : (1) Customs, (2) Income-tax, (3) Salt-Reve¬ 
nue, (4) Opium, (5) Profits of Railways, and (6) Income from Posts and Telegraphs, 
Opium and salt excepted, all other haeds of Revenue show a fairly sustained" 
tendency to increased*. As a matter of fact, revenue from salt is such a 


Wide Table X 



306 


valuable, and dependable asset of the Imperial Government that a slight 
increase »in it succeeds in bringing a large income to the Ceiitral Exchequer. 
In it the Government of India have a source of income wonderfully suited 
to meet emergency expenditure. While in sources of income such as Income- 
tax, the Customs, and Railways they have sources that have been expansive, 
and are expandable. True, if India adopts a rigid policy of Effective Protection 
the income from Customs is likely to decrease after some time and not increase 
as some enthusiastic writers seem to suggest, i.e ., when the policy of Protec¬ 
tion will have made itself felt, and succeeds in developing home industries. 
But when income from Customs begins to fall, the chances are that the taxable 
capacity of the classes that contribute to the Income-tax will have increased 
and the receipts from Railways, and Posts and Telegraphs are sure to increase 
also and thus make amends for any decline under Customs. From this brief 
study it should be clear that the Government of India have sources of income 
which have in them all the necessary attributes to meet all possible calls on 
them, under their various responsibilities. 

1 wish we could say the same of the allocation of sources of income and 
• of expenditure in the case of Provinces. The chief sources of revenue of the 
Provinces at present, are (1) Rand Revenue, which at least in Bengal, Bihar 
and Orissa, and part of the United Provinces of Agra and Oudh is rigidly fixed, 
and in others is capable of increasing only after long periods of thirty to 
forty years. It is true that income from this source, as evident from the 
figures under this head" 1 , is secure and substantial. It is also expansive, 
and chances are that as progress in agriculture proceeds, income from this 
source will also increase. But as yet nothing serious has been done to make 
agriculture progressive, and we do not see any signs of rapid development 
the near future. On the other hand, all students of rural economy will agree 
with me that it needs large initial funds to put it on a progressive basis. 
As it is, it may be looked upon as a source of progressive expenditure rather 
than of expansive income. And even when it becomes expansive in character, 
from its very nature, it will never be expandable at short notice. (2) Excise : 
Income from this source has been progressive but if the popular Ministers are 
to keep the confidence of the public, and if they seriously set out to discouraging 
consumption of drugs, then at least that part of this source which is derived 
from the licensing of liquor shops is bound to fall much below its present 
level, if not to disappear completely, in course of lime. But the income from 
that part which is levied on home production of things like cotton cloth, and 
-other commodities surely gives to the Provinces an item that has in it the 
merit of expansiveness as well as expandability as the Provinces progress 
towards greater and greater efficiency in production. But as it is, there is not 
much chance of its being utilised for the increasing needs of the immediate 
future of such development services as wider facilities for Education, Sanitation, 
Road-building and the like. (3) Stamps, both Judicial and General. Here 
again, are sources of income with the Provinces which have been somewhat 
progressive in the past. But certainly that part of this income which is derived 
from Judicial stamps, though under the existing conditions of enormous litigation 
between the tenants and the zamindars on one hand and between co-sharers 
and their creditors on the other, is substantial, is not likely to remain so, 
(at least efforts should be made to decrease it) when changes in tenancy laws, 
as well as the pressure of public opinion will have improved the relations 
between the landed interests, and when further development of Co-operative 
Credit will have reduced the indebtedness of the landed classes to the age- 
old Mahajan of the village. This does not mean that the income from this 
source taken as a whole is likely to diminish. If there is a decrease in the 
income .from Judicial stamps it is not likely to take place in the near future, 
and xby that time the working of the very forces that will tend to bring 
about a diminution in this, a change for the better is bound to come in that 
part of it which is yielded by the general stamps. If people of India become 
progressive enough to diminish litigation, an4i to reduce their debts then 
they are sure to take to industrial development, and to greater share in com¬ 
merce and trade : and both these would bring about an appreciable increase 
in the use of General Stamps. (4) Irrigation : This is a source of income 
very much analogous to Railways with the Imperial Government. Income 
under this head has been expansive in the past; but it has in it tveo inherent 
defects. First, you cannot raise or lower the water rate with the same ease 
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•as the railway rates, and then the increased rate can only be operative after 
a certain definite time, and does not yield an immediate 4nd continuous large 
income an increase in the railway rates is sure to do. It therefore lacks 
the very desirable attribute of expandability at a short notice to meet an 
immediate call on the Provincial finances. (5) Feeder Railways ; Certainly 
income from this would have gone some way to relieve the defects in number 
4 but this source of income is as yet absent in most of the Pjo vinces. And 
.so long as Feeder Railways, running within Provincial boundaries, are absent 
this source may be looked upon as a hopeful sign of the future and not a 
tangible source of income for the needs of the near future. 

From this discussion it should he clear that though in the Provinces we 
have one or two sources like Excise, Cenerai Stamps and Irrigation, which 
have been yielding a progressive income in the past, and which hold a promise 
>ot larger income in the future, their contribution to the total Provincial 
revenues is by no means considerable; and land revenue may be looked upon 
as the mainstay of Provincial resources, and it is certainly not elastic. The 
want of elasticity or what I have called expandability in the items of Pro¬ 
vincial revenue is what comes out most prominently after the brief discussion 
carried on above. 

Academically speaking, want of elasticity in the Provincial systems of 
revenue is a serious draw-back, and may suggest the need of giving serious 
thought to the re-allocation of heads of revenue, as between the Central and 
Provincial Governments. But a little discussion of the nature of the functions 
o? the two Governments would show that the problem is by no means so 
urgent as that. If there is a State, and practically all our Indian States and 
the Provincial administrations are in this category,* that is seldom called upon 
to meet unforeseen expenditure on a large scale, then where is the need for 
such a State to have an expandable source of income like the Salt tax, or 
the Custom duties, or the Income-tax within its schedule of the sources of 
income? If thepe is a State which has to deal largely with services that are 
stable in character and that only need slow though steady expansion, then 
such a State should have only such sources of income as are likely to yield a 
slow but steadily increasing income, of course sufficient to meet the quanti¬ 
tative calls on them. Certainly the calls on the purse of the Provincial ex¬ 

chequer are of this type. They are substantial, but they are not sudden. True, 
to start with, they need large funds for their schemes of development in the 
Nation-Building Departments; but no serious student of finance has so far 
come forward to suggest that schemes of development that need investment of 
large funds in them, should be financed "out of the current income of a nation. 
The proper method of financing such schemes is by means of loans, and the 
interest plus the redemption charges only on these long-term loans should be 
paid out of the current revenue. Under the Reforms the Provinces have been 
given this valuable right of raising ^oans on the security of their revenue 
and some of them have made use of it, whether for productive or unpro¬ 
ductive purposes is a different matter. 

On the whole, then, we cannot say much against the distribution of 
sources of income as between the Central and the Provincial Governments, 
especially if we look at it in relation to the nature of the functions of the 
two Governments. Even when examined in the light of general principles, 

which such authorities as Plehn or Bastable have laid down in this connection, 
the present allocation would justify itself. The same, however, cannot be 

said of the existing system of contributions from the Provinces to the Central 
Government to cover up their deficit, temporary or permanent, recurring or 
non-recurring. The Central Government have got the Income-tax, and the 
Salt-tax; both these have ultimately to be paid by the people in the Pro¬ 
vinces, and both these are such as are capable of yielding larger income with 
an increase in the rate of assessment, if there is a deficit, why should the 
Central Government approach the Provinces for contributions, and thus cripple 
their resources and interfere with their even tide of progress in the pre¬ 
arranged schemes; why should thev not increase the rate of such taxes as 

mentioned above, and thus secure the necessary funds ? Ultimately the fund3 
come from the people of the different Provinces whether they are taken by 
the Provincial authorities or by the Central authority: but if the Central 
■authority does it directly then the chances are that the incidence of the 
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new levy would be more even than it is likely to be under the existing* 
system of contributions. A direct tax is more likely to make different Pro¬ 
vinces pay according to the ability of the people of individual Provinces than- 
an indirect contribution from the Provinces. 

We are now in a position to, take up problem number 1. How can we^ 
secure larger funds both for the Central and the Provincial Administrations ? 
There are two possible ways in which this problem may be solved; either (i) 
the rate of the existing taxes may be increased or (u) some new taxes imposed. 
There is a third, which if rightly carried into effect, may bring about the 
same result as an increase in the rate of existing taxes or the introduction 
of some new taxes, and yet eliminate the disadvantages of either, i.e., the 
introduction of economy in the existing items of expenditure. To begin with, 
the last should be the aim of all Governments,, and I note with pleasure 
that almost all tile administrations in India have tried,—I am not prepared 
to say their level best,—to make use of this method of securing larger funds. 
Whether there are yet opportunities of making further reductions in the 
expenses of the Central Government, and the Provincial Governments, is a 
question that can only be answered by people in close touch with the internal 
working of these Governments and tlveir administrative services; but from 
what littb I know of what has already been achieved there does not seem 
to bo much further scope in this direction. And even if we could bring 
about, further economies in existing items of expenditure- the relief thus» 

afforded is not likely to last for long, as in an undeveloped country like 
India, and fairly on the road to progress, every new day is sure to bring 
fresh items of expenditure. This is a point which we in India must clearly 
recognise, and be prepared to face in all its bearings. We should, howeVer, 
make every effort to see that every pie that is taken from the tax-payer is 
well spent, and is not utilised for unnecessary purposes. To me, therefore, the 
curtailment of expenditure does not, offer itself as a permanent solution of 
the stringency of funds in the various Governments. 

However, when I make the above statement, I do not mean by any stretch 
of imagination to imply that efforts should be relaxed in this direction or 

this fruitful source of income should not be utilised. What I wish to press 
for recognition is that under the existing circumstances we should not expect 
to get substantial and more or less lasting relief from this source. If India 

is to advance, as she must, need for further taxation is inevitable. And the 

problem is whether this further taxation should take the form of new r taxes 
tapping so far untouched sources of income, or should take the form 
of higher jrates of the existing taxes. On the face of it there is not much 
difficulty in choosing between the two. I for one would always prefer a tax 
that is likely to fall on incomes so far untaxed, as it is sure to cause less 
opposition. The people who are already paying the existing taxes, are likelv 

to support gladly a scheme of taxation that attempts to make those peopls 

pay who had escaped so far from contributing to the needs of the State, rather 
than a scheme that is likeTy to add to their existing burden. The only 
opposition that is likely to be offered to new taxes may be expected from the 
classes that are likely to be touched by them. But if the classes should legi¬ 
timately come within the sphere of taxation, and if they have so far escaped, 

there is no reason why they should continue to be free when the country 
needs all the funds that we can command for her orderly development. 

This brings me directly to the question—are there any new sources that 
could be tapped by the Central and tho Provincial Governments—sources that 
would continue to maintain the strict separation of finances contemplated by 
the Montagu-Chelmsford Reforms. Let us take the Central Government first. 
We find a suggestion in the Weston Report on Financial Relations, that the 
Central Government may tax landed incomes beyond a certain figure. T do 
not object to the taxation of landed incomes as such, but I would rather 
see them taxed by the Provincial Governments. Land Revenue at present is 
entirely a Provincial subject, and any scheme of supertaxation by the Central 
Government, would be tantamount to the introduction of that sharing system 
which is definitely against the letter and spirit of the Reforms. This source 
cf income was also recommended by Professor C. D. Thompson of the Allahabad 
University, in a Paper read before the' Conference of Economists, held at 
Allahabad in 1920, but he too contemplates it as a source of income for the- 
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Provinces and to me that seems to be its logical place. If not tlii6, then 

what other source could be suggested to the Central Government? 1 plead 
inability to recommend any new source that so far has not been utilised either 
by the Provinces or by the Central Government. But I am one with Mr. 

Shahanil in recommending that the Central Government should take up 
from the Provinces that part of the income under the head Excise, which is 
derived from the taxation of the production of such home-made goods, as 
alcoholic drinks, and other narcotic drugs, making of cigarettes, tea, salt, 
cotton goods, jute goods and the like. This would secure uniformity of excise 
taxation which may not exist if each Province adopts a different rate. It is 
essential that we should have uniformity of rate in all the Provinces, for this 
reason alone that when these very commodities are imported from abvoad they 
are taxed at a uniform rate under the Customs to whichever province they 

may ultimately go; and this in the words of Mr. Shahani to “preserve healthful 
and equitably distributed industries” by providing as far as possible “the 

same conditions of manufacture in all parts of the country.” And this can only 
be achieved if the Central Government were to assume exclusive control over 
the administration of this form of excise. To distinguish this from the tax 
that would continue to be levied by the Provinces on the sale of drugs, etc., 
we may call this tax on production “Excise”, and the latter a “Licensing Fee” 
-or something else to the same effect. The same line of argument leads me 
to recommend that General Stamps should become, as originally suggested 
by the Montagu-Chelmsford Scheme, a source of Imperial Revenue. 


True the transfer of these two* from the Province would cause a further 
stringency there, but part of it would be met by the Central Government 

refusing to take the Provincial contributions. On the average during the 

five years ending 1919 1920, the Provinces have been receiving £10,456,892; and 

£2 ; 307,598 respectively, from Excise and General Stamps. If these two go 
to the Central Government and if the Central Government give 

up the Provincial contributions which amount to something like 6 
million pounds, then there will be a deficit of 7 million pounds 

in the Provinces. However, we should note here that the deficit will 

not bo so great as that, as the Provinces will continue to get that part of 

the Excise revenue which is now received from the licensing of sale of opium, 
liquor and bhang , etc. What part this forms of the total excise revenue, 
i3 difficult to give in definite figures, as no separate figures are available. 
But we may take it to form at least 1/3 of the total, i.t., the real deficit 

will be of something like between 4 and 5 million pounds. But the Central 

Government will have secured an independent and balanced budget, so far 

as their present needs are concerned. And if at any time their needs 

increase, then they have almost all sources of income that are elastic, and 

therefore capable of increasing to suit the need of the moment. 

If the above arrangement is adopted, then the Provinces on the whole will 
have a deficit. How should we meet it, ? In Schedule 1 to the Scheduled 

Taxes Rules we find eight items which could be utilised by the Provinces 

without the previous sanction of the Governor-General-in-Council. These are 
(i) A tax on land put to uses other than agricultural. (2) A tax on succession 

or on acquisition by survivorship in a joint-family. (3) A tax on any form 

of betting or gambling permitted by law. (4) A tax on advertisements. (5) A 
tax on amusements. (6) A tax on any specified luxury. (7) A Registration 
Fee. And (8) a stamp-duty other than duties of which the amount is fixed 
by Indian Legislation. Numbers 1, 3, 5, 7 and 8 are already being utilised 
by some of the Provinces, while there is nob much scope for no. 4 in this 
-country at this stage of industrial development. The Provinces could, and 
with advantage to the exchequer, utilise no. 2, but with certain reservations. 
In the case of larger estates, where each new successor is to get a share of the 
total value of, say, rupees fifteen or twenty thousand, the payment of succession 
duty of, say, 10 per cent is not likely to be irksome, and may not lead to 
indebtedness of the future owner; but in the case of those who succeed to 
small estates, and whose share is to be of less value than, say, rupees ten 
thousand, a succession duty is likely to cause serious disadvantages. Then again, 
in any scheme of succession duties, tho debts contracted by the previous owner 
should also be taken into consideration, and deductions made while deciding 


1 Vide his paper on 
the Conference of. 1920. 
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whether a certain estate is liable to be assessed. But with the exception of 
permanently-settled Provinces, and Oudh in the United Provinces, this source 
of income is not likely to bring in appreciable relief to the Provinces. And 
we have to look for other sources of income for the Provinces. 

Here the first to suggest itself is the scheme of super-taxation on all landed 
incomes beyond, say, rupees five thousand per year, at a progressive rate. In 
the permanently-settled parts of India the desirability and legitimacy of adopt¬ 
ing this new taxation is beyond doubt; and it is here that this tax is likely 
to yield considerable income. This does not mean that- in other Provinces 
such as the Punjab, the Central Provinces and the Agra Provinces, the tax 
is not likely to be as important as in the permanently-settled parts. Speaking 
for myself, I should adopt a higher rate of taxation of landed incomes, and; 
a lower untaxable minimum in the permanently-settled parts, and that to 
make amends for the blunder of 1793. 

We see, therefore, that if the Provinces are given back the money they 
now pay in Provincial contributions, and if they introduce these two new 
taxes, then their present deficits caused by the removal of taxes on home 
production (excise) and the General Stamps to the Central Government would 
disappear. And perhaps the only problem that would then remain for the 
Provinces to solve would be to provide funds for their schemes of develop¬ 
ment. To a certain extent this may be done by selling by auction large 
areas of nazul lands to the public. This would at once bring a considerable 
quantity of cash to the Provincial exchequer, and diminish the expenditure 
that is now incurred on the maintenance of ’the nazul staff. 

But all these arrangements are not likely, to solve the Provincial problem 
of providing a continuously expansive income. To me it seems that it can- 
only be solved if the Provinces adopt a bold programme of development in 
the rural areas, and thus increase the production from land, and bring about 
an increase in the taxable capacity of the people. We are now in a vicious 

circle : the production of the agricultural industry is low, because our 

methods of production are backward, because the agricultural classes are 

ignorant and poor and cannot afford to make use of improved implements 
and better methods of farming. They are ignorant and poor because the 

industry does not yield enough. This vicious circle has to be broken, and 
to me its weakest link seems to be the ignorance and the lack of funds of 
the cultivator. The*State in the beginning should provide funds for removing 
these, and that can only be done not by raising taxation, but by free borrowing 
on a large scale, and then the application of funds so secured towards the 
development of Co-operative Societies, drainage, and irrigation schemes, experi¬ 
mental and demonstration farms, education of the people in rural areas, both 
the landlords and the zamindars, and the giving of loans at easy rates to 
the agricultural classes for carrying out development schemes. What is wanted 
is a . well thought-out programme of economic reconstruction, with its stages 
clearly marked out, the part to be played by the Government, the landlord, 
the cultivator, and the educated classes in its accomplishment pre defined, and 
then the funds necessary to enable each class to function and do its work 
properly unhesitatingly provided. 
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TABLE A. 


(Imperial at present*.) 

(In thousands of pounds.) 


Year. 

Opium. 

Salt. 

Custom. 

Income 

Tax. 

1 

l 

l 

Railways, j 

i 

Posts 

and 

Telegra¬ 

phs 

1898-99 . 

• 

• 

. 

3,817 

6,017 

3,201 

1,281 

13,076 

1,993 

1899-00 . 

• 

• 

• 

4,402 

5,850 ! 3,134 

1,300 

14,650 

2,136 

1900-01 . 


• 


5,102 

5,967 

3,372 

* 1,322 

16,941 

2,248 

1901-02 . 

•. 

• 

• 

4,853 

5,939 

3.833 

1,369 

19,258 

2,287 

1902-03 . 

• 



4,498 

6,181 

3,978 

1,410 

19,116 

2,304- 

1903-04 . 

• 



5,786 

5,250 

3,966 

1,215 

20,549 s 

2,362 

1904-05 . 

• 



6,022 

5,355 

4,362 

1,270 

22.869 

2,472 

1905-06 . 

• 



5,469 

4,376 

4,848 

3,321 

24,594 

2,561 

1906-07 . 

• 



5,661 

4,363 

4,352 

1,424 

26,276 

2,704 

1907-08 . 

♦ 



5,245 

3,339 

5,004 

1,504 

27,625 

2,881 

1908-09 . 



• > 

5,885 

3,276 

4,832 

1,553 

i 26,871 1 

2,804 

1909-10 . 


* 


5,585 

3,820 

4,965 

1,559 

28,982 

2,830 

1910-11 . 




7,522 

3,176 

6,619 

1,593 

30,669 

j 

2,994 

1911-12 , 




5,961 

3,391 

6,469 

1,653 

s 83,637 

3,222 

1912 13 . 




5,125 

3,334 

7,197 

1,742 

36,764 

3,437 

1913-14 . 




1,625 

3,445 

7,558 

! 1,950 

; 37,639 

3,599 

1914-15 . 




1,572 

3,911 

6,347 

| 2,037 

1 36,176 

3,597 

1915-16 . 




1,914 

3,648 

5,874 

2,090 

38,268 

3,787 

1916-17 . 




8,160 

4,826 

8,559 

3,773 

42,063 

4,175 

1917-18 . 


. 


3,079 

5,499 

11,037 

6,308 

46.042 

4,6L7 

1918-19.. 


. 


3,289 

4,278 

12,121 

7,758 

50,944 

5,343 

1919-20*. 


■ 

• 

3,037 

3,832 

14,989 

! 15,472 

52,964 

6,137 
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TABLE B. 

(PROVINCIAL AT PRMHNT.) 

(In thousands of pounds.) 


Year. 

Land 

Beve- 

nue. 

Tor eat. 

Excise, 

Prov¬ 

incial 

Bates. 

Begis- 
t ration. 

Irriga¬ 

tion. 

STAMP8. 

Judi¬ 

cial. 

Non- 

Judi- 

cial. 

1898-99 

• « 


18,806 

1,240 

3,829 

2,615 

294 

2,305 

2,228 

967 

1699-00 

• t 


17,205 

1,235 

3,860 

2,499 

288 

2,397 

3,270 

992 

1900-01 

< • 


17,503 

1,298 

3,907 

2,563 

313 

2,553 

2,282 

1,058 

1901-02 

• « 


18,288 

1,157 

4,077 

2,741 

313 

2,531 

2,290 

1,054 

1902-03 

• • 


18,437 

1,298 

4,427 

2,747 

314 

2,765 

2,372 

1,070 

1903-04 

• » 


19,231 

1481 

4,980 

2,825 

’327 

2,907 

2,453 

1,131 

1904-05 

• • 


18,954 

1,602 

5,353 

2324 

339 

3,067 

2,548 

1,187 

1905-06 

• • 


18,862 

1,780 

5,688 

2,798 

362 

3,007 

2,642 

1,259 

1906-07 

• • 


19,832 

1,769 

5,898 

2,281 

380 

3,538 

2,680 

1,815 

#1907-08 

• • 


18,756 

1,733 

6,219 

2,333 

415 

3,486 

2,921 

1,547 

1908-09 

t • 


19,759 

1,701 

6,390 

534 

431 

8,558 

8,028 

1,537 

1909-10 

• « 


21,332 

1,735 

6,538 

539 

430 

3,660 

8,231 

1,525 

1910-11 



20,878 

1,830 

7,030 

554 

426 

3,695 

3,425 

1,652 

1911-12 



20,765 

1,952 

7,610 

549 

446 

3,980 

3,352 

1,686 

1912-13 

• • 


21,282 

2,153 

8,278 

552 

482 

4,411 

3,487 

1,852 

1913-14 

* • 


21,392 

2,230 

8,894 

180 

519 

4,713 

3,634 

1,979 

1914-15 

• • 


21,222 

1,981 

8,857 

89 

485 

4,681 

3,628 

1,712 

1915-16 

« ♦ 


22,031 

2,074 

8,632 

42 

519 

4,779 

3,894 

1,854 

1916-17 

9 9 


22,011 

2,471 

9,216 

31 

541 

5,156 

4,073 

2,047 

1917-18 



21,607 

2,731 

10,162 

29 

528 

5,064 

4,019 

2,032 

1918-19 



21,090 

3,121 

11,558 

28 

573 

5,347 

4,180 

2,301 

1919-20 



21,610 

3,578 

12,840 

36 

724 

5,853 

4,646 

5,304 
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Mr. Bhatnagar gav ora ovitfonea at follows 

The President. Q .—You are Lecturer in Economic* at the University of 
Allahabad? 

A.—Yes. 

Q. —You say that we must have a classification of population on the basis 

of incomes and you say that the enquiry you contemplate will take not six 

months but at least twice or three times that period. Do you think it is 
possible for us to make an enquiry of that sort within the period of one year, the 
period allotted to us? 

A.—You could have a rough estimate provided you have a sufficiently large 
staff working simultaneously all over the country. 

Q, —And don’t you think it is possible to get any general indications with¬ 
out an elaborate enquiry--general indications as to the extent to which * different 
classes are affected by different taxes, ».e., such indications as the person res¬ 
ponsible for the finances will generally look for when considering his budget? 

A.—Personally I think he must have some idea of the expenditure of the 

different classes and the items that enter into that expenditure. 

Q .—What does the Chancellor of the Exchequer proceed upon when he 
makes changes in his budget ? 

A.—He will have some estimate of course. 

Q. —Do you think he has any actual figures or general indications of the 
pressure of taxation on particular classes? 

A.—So far as income-tax is concerned, I could say that he will have some 
idea as to how far it affects different classes. 

Q .—Cannot you say fairly clearly in India which classes pay particular 
taxes? 

A.—About income-tax we could say. 

Q .—About land revenue ? 

A.—Yes, if you consider it as a tax. 

Q. —Customs is more difficult; but still you can know the items which fall 
upon all classes of the population? 

A.—Yes. 

Q. —So you can decide the taxes which the poor classes pay? 

A.—Yes, to some extent. For instance, salt. Practically all people pay. 

Q. —Could you not say straight away which classes pay least tax? For in- 
stance, we are tcld that the class which escapes consist of the village trader, the 1 
mahajcm and so on. 

A.—Even they must be paying something in salt. 

Q. —Yes; they pay nothing more than the poorest classes. 

A.—Whereas the small agriculturist pays something. If you count tk» 
land revenue he pays more. 

Q. —Don’t you think it is possible to arrive at genera! indications by a con¬ 
sideration of the stages I have indicated? 

A.—It is possible; but the question is whether those general indications 
would be of any help to the Committee. 

0.—Before they are actually applied, would you like to see someiETng in the 
nature of a mathematical enquiry? 

A.—Not quite a mathematical enquiry. You must have some real basis m* 
which to proceed. 
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Q. —You do nob think that the family budgets hitherto collected are suffi¬ 
cient ? 

A .—Bub till now only two or three sets of such budgets have been collected 
in the United Provinces and about four or five in the Bombay Presidency. 

O ,—There were a good many of them collected during the last census all over 
the country. In Bombay for instance, we have family budgets of 6,000 families 
collected by non-official agency. 

A .—But I fear they have not proceeded on the classification of population 
on the basis of incomes. 

Str Percy Thompson. Q .—Do you know any country in the world which has 
•undertaken an economic enquiry of that kind? 

A .—I do not know. 

O .—Still they have their systems of taxation. 

A .—The conditions in India are quite different. In the western countries—• 
when I say this I have England especially in my mind—the classes are very 
well marked and you can have a general idea about them; because most of 
them are either employed in industries or owners of land with definite incomes. 

Q .—Can that be applied to Italy? 

A .—I do not know much about Italy. But from the reports I have seen 
from that country, I can say that the data are available in larger quantity in 
Italy than in India. 

Q .—With regard to income-tax (Q. 33) you compare the rates in India with 
the rates given in Annexure E of the Questionnaire. Between what limits of 
income in India would you suggest the rate of tax should be lower? When you 
get up to £51,000 the rate of income-tax in India is very considerably lower than 
either in England or Austria or France. 

A. —I was thinking of the lower incomes. For instance, it is 2’6 in. India, 
while in England it is 1*2, in Austria 2*2 and so on. 

Q. —But 1*2 refers to an income of £5150. When you get up to £5300, it is 
6.8. It is rising very rapidly from 1*2 to 6*8 and it soon catches up the 
2 6 in India. 

A .—Of course I say that for higher incomes we pay less but for small in¬ 
comes we pay much higher. 

Q .—Your inoome-tax is on the whole not by any means higher than that in 
any other country. 

A .—That is true for higher incomes. 

Q .—Even for the lower incomes, you will see that the British income-tax 
has caught up the Indian tax of 2*6 somewhere about £5200 a year. For an 
income between 150 and 300 in England the rate is gradually rising from 1*2 to 
>6*8. But in India between 135 and 300 it is only 2*6. 

A .—But if we confine ourselves to the lowest limit we pay more. 

~Q .—Do you think that 2*6 is an unreasonably high rate of income-tax for 
incomes between Rs. 2,000 and Rs. 2,500? 

A. —That is a different question. The point that I wish to bring out is that 
in a comparatively richer country like England, they are required to pay a much 
lower tax on lower incomes. 

Q .—The subsistence level is lower in India than in England and therefore, 
ah income of Rs. 2,000 in India has a larger surplus value for taxation than a 
corresponding income in England. 

A .— I do not quite think so. My idea is that a man getting Rs. 2,000 in 
India has far greater responsibilities than one getting the same amount in 
England. 

Q. —What are the responsibilities? 
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A .—There are marriages 5 relations have to be supported. If a man is well 
off in this country he has to support a number of dependants. That is the 
-custom here. 

Q .—It is an extremely bad custom. 

A. —It may be; but it is there. 

Q. —But is it proper to make a concession for a bad custom? 

A .—We have to make allowances for the existing circumstances, however 
had they may be. 

Q. —In answer to Q. 35, you say it is desirable to make a differentiation in 
favour of earned incomes. Everybody will agree with that. But the only 
question is whether in India the amount of unearned income, as long as you 
exclude incomes from agriculture, is sufficiently large to have a differential rate. 

A. —When I had written that answer, I had also in my mind incomes from 
agriculture. 

Q. —Assuming that the present law exempting agricultural incomes remains, 
<do you think it is really worth while to adopt that suggestion? 

A. —It will be worth while if you tax agricultural incomes. 

Q. —You also propose to make a differentiation in favour of inoomes . from 
•capital invested in productive enterprises. That is to say, you would tax the 
man who made money by his own exertions higher than the man who invested 
money in shares? 

A.—What I mean is this : suppose there is a man who invested a certain 
amount of money in industries and there is another man who invested money 
in agricultural land. Then I would tax incomes from agricultural land at a 
higher rate and the incomes from industries at a lower rate. Because India 
needs industrial development and we should encourage the development of in¬ 
dustries. 

The Hon'bh Sardar Joqendra Singh. Q. —But have you considered that 
•agriculture is the Biggest industry of the country? 

A. —But what is the amount invested? 

Sir Percy Thompson . Q.— With regard to Q. 36, do I understand that you 
would make an allowance for dependants other than wife and children? 

A .—I would; but I would leave it to the man who claims the allowance to 
prove it. 

Q .—But why should you make an allowance? 

A. —There again there is the question of custom. We have sometimes grand¬ 
mothers and other distant relations depending on us, 

Q .~~Would you make an allowance for able-bodied dependants ? 

A .—You should not. We must discourage that. 

The Maharajadhiraja Bahadur of Burdwan. Q .—Can you discourage 
under your system of joint family? You may have a brother aged 10 or 11 who 
is an able-bodied one, and who has also got to do some work. Can you get rid 
of your brother*, uncles and so on, who may be able-bodied and who may be^a 
sort of encumbrance on the family? 

A. —If he is a boy he will come under minors. 

Sir Percy Thompson. Q. —My point is, should you encourage making allow¬ 
ance in the case of such able-bodied persons? 

A .—You should not. 

Q. —You want to make allowance for wife, children and relatives who are 
incapacitated ? 

A.-—Yes. 
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<2*—In answer to Q. 37, you say that you would leave the super-tax on com 
panies in its present form. Can you tell what is thb justification for having 
any super-tax at all? The State gets a share of the profits when they are dis¬ 
tributed by taxing them. Why should it be paid twice, once by the individual 
and once by the company? 

A .—II the profits of the individual fall below the limit, he will not pay it 
So if you tax at the source you will get something. 

Q -—But suppose you and I enter into a partnership and we make one lakh 
of rupees. Then the income-tax will be charged on our respective shares. Sup¬ 
pose for purposes of convenience we form ourselves into a company with exactly 
the same relative shares. Because it is a company do you think it is right to 
charge a super-tax on it ? Again when the profits are distributed among ua 
super-tax will be charged just as it would be if we were partners. Is this 
proper ? The super-tax is put on twice in the case of the company. Why should 
that be simply because we form ourselves into a limited company? 

Q .—I realise it. But the only justification is that the company has got A 
definite individuality. It is just like a third party. 

Q -—So you want to tax it in two capacities, once as a company and secondly 
as individual shareholders who constitute the company? 

*4.—Yes; if the income happens to fall within tfce limit imposed. The com¬ 
pany has a definite identity and it will also pay like any other individual. I 
really do not see any injustice in that. 

—You say you are in favour of the removal of the exemption of incomeB 
derived from agriculture. Supposing the yield you get by including the agricul¬ 
tural incomes within the purview of the tax is small relatively to the amount 
of trouble and expenditure required in order to collect it. That is, the expen¬ 
diture would bear a relatively higher proportion to the yield. Do you then< 
think that it is worth while to collect the tax? 

A. —What is the basis upon which you think that the expenditure will bear 
a very high proportion. * 

Q •—I do not think there are any figures in existence. I can only gather 
from indications. I take it that you would agree that the profits of the culti¬ 
vator could not ordinarily be taken at more than four times the land revenue. Now 
taking the Punjab for instance, there are 3£ million cultivators, out of which 
there are only 2,300 who pay as much as Bs. 500 as land revenue; so that it 
means you have to deal with a thousand people in order to get tax from one of 
them It looks as if the amount of trouble and expense involved in adminis¬ 
tration would bear a very large proportion to the yield. 

A. —The existing machinery could be utilised for that purpose. 

Q ■—It will have to be enormously expanded. 

A . —Not enormously. 

Q. —Do you think that the existing staff can deal with million* and millions- 
of cultivators? 

A. —They will have to deal only with those people whose income is above 
Ilie exemption limit. 

Q. —But you cannot know that unless you make enquiries. 

A. —The Income-tax officer can find that out in the course of his work and 
from the existing records. 

0 .—Would you charge incomes derived from agricultural rente? 

—Yes. Because I do not think there are a considerable number of actual 
tillers of soil whose income will be more than the minimum. 

The Mdharajadhiraja Bahadur of Bur d wan. Q. —Would you impose this tax 
over and above the land revenue? 

A. —I would not reduce it; I will have it over and above the land revenue. 
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Sir Percy Thompson. Q .—You say in every district in the Collector’s office’ 
a list is maintained -wherein the zamindars are graded according to their in¬ 
comes. 

A. —Yes. 

The Hon'bit Sardar Jogendra Singh. Q .—You recommend a tax on agri¬ 
cultural incomes ? 

Yes. 

Q .—What is land revenue in your opinion? 

A. —Land revenue in the raiyatwari areas or what? 

Q .—Taken as a whole. 

A .— We cannot take it as a whole because the conditions are so very differ¬ 
ent. When I give my answer it is strictly and purely from a theoretical point 
of view. I am inclined to think that land revenue in raiyatwari areas is a kind 
of rent. 

Q ,—Have you studied any systems of land tenures? 

A. —Indian systems of land tenures. 

Q. —Baden Powell’s book on Land Tenures? 

*4.—That has been my special subject. So far as the present system is con¬ 
cerned, it has been altered in details but not in principle. 

Q. —Would you accept the definition given by Baden Powell? He comes to 
the conclusion 1nat land revenue is per se a tax on agricultural incomes. 

.4.—No. I have read it so many times. Land revenue is a rent in raiyatwari 
areas. It is something approaching a tax and not quite a tax from the strict 
economic point of view. 

Q ,—What is your definition? 

A. —My definition of a tax is that it is a compulsory contribution. 

Q. —Then land revenue is not a compulsory contribution. 

*4.—It is; but there is another item in that your tax generally changes with 
the income. 

Q .—It is not elastic; it is fixed for a certain period. 

A .—If you fix it for 30 or 40 years it ceases to have any relation to the 
income and therefore loses the character of a tax. 

» 

Q .—That is the only thing? 

A .—Elasticity will come in from the point of view of the State. So far as 
the compulsory contribution is concerned we can call it a tax. But so far aa 
the other attribute, viz., that it should have a close relationship to the income, 
is concerned, I think it is not a tax. 

Q .—You think it has no relationship to the income of the producer? 

A .—Certainly it has not; because what you find is that you fix the land 
revenue to-day for 30 years. The income of the landlord may increase in the 
meanwhile and it actually increases. Every year we find a number of suite 
brought against the tenants for the enhancement of rents. The largest number 
of suits come in only after settlements. 

Q .—Then in fixing the new tax on agricultural incomes you wquld first fix 
the land revenue and then the income. 

A ,—If any landlord has an income of more than two thousand rupees—and 
if that is the taxable minimum—I would tax it exactly on the same lines as 
others. 

Q .—Would you have any specific canons of taxation, as that fifty p^r cent 
of the income should go for tax? 
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A ,—There is a difference between the income of the landlord and the income 
of the tenant. The landlord gets the income for doing nothing absolutely. 

Q. —You do not think that he represents capital and what he gets is a return 
upon the capital. Take, for instance, an estate. On what basis are the estates 
being sold? 

A. —I am myself a landlord. 

Q -—If the yield is capitalised the income will come to about 3£ or 4 per 
cent. On this you pay 50 per cent. tax. If the income were to be again 
assessed to income-tax it will be double taxation. 

A. —Your statement may be true in the case of recent purchases. I know of 
villages that have been purchased for 2, 12 and 1,200 rupees which if capitalised 

now would fetch lakhs. What capital would you take in such cases ? 

Q -—So in a taxation question you would divide people into those who have 
inherited and those who have not inherited? 

A. —It is difficult to make that distinction. 

Q- —Don’t you think it would be difficult to put it within the canons of taxa¬ 
tion ? 

A .—I do not know what canons of taxations have to be adopted there. 

Q. —You say agricultural income must be taxed. My point is that it has 
already been taxed. 

The President . Q. —1 understand that the proposition is this. If a thousand 
rupees is to be invested in land the return on that, you say, would be about 30 
rupees or three per cent. Is that net or gross? Is that after the deduction 
of land revenue? 

A .—That should be after deduction. 

Q ,—You don't then take Rs. 15 out of that Rs. 30 for land revenue? 

A.— No. 

Q +—Then land revenue is not deducted from the interest of the investment 
and what you propose is to assess on the interest on that investment just as you 
would in the case of other investments. 

A .—When money is invested in factories the income is assessed. 

The Hon’ble Sardar Jogendra Singh. Q. —Your reason for levying this 
assessment is what? 

A. —If you ask me what the real reason for ^levying this tax is, I may say, 
although I may not have much experience, there is one thing shocking. The 
people who are getting the income are doing nothing for the agricultural classes. 
When they don’t do their natural and responsible duties towards the ryots and 
are shirking them the State must do them for them, and the landlords must 
pay for it. 

Q .—Then it is a sort of socialistic ideal. 

A. —You may call it socialistic; but that is my idea of landlords, tenants 
and Government. 

Q .—You laid a great deal of stress in answering the questions of the Chair¬ 
man about ascertaining the taxable capacity of the people. Have you ascertain¬ 
ed the taxable capacity of the agriculturists and the landlords? 

A. —No. But certainly we could find out the income of the landlord if it 
is more than Rs. 2.000 or any other minimum that may be fixed in future. 

Q .—You have never ascertained the taxable capacity of the landlord. Have 
you ever ascertained the taxable capacity of the agricultural classes as a whole t 

A .—Tenant classes ? 

Q .—They both are agricultural classes. Would you except the tenants alto¬ 
gether ? 
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A .—In some years you have practically to exempt them altogether. 

Sir Percy Thompson. Q .—You do not propose to tax them unless the inoome 
is more than Rs. 2,000. 

A.— Yes. 

The Hon 1 hie Sardar Jogcndra Singh. Q .—So in determining the available 
surplus for taxation you would deduct the land revenue and provide a certain 
amount for other allowances according to modern canons of taxation? 

A .—Yes, but what do you mean by the available surplus for taxation? 

Q. —You will have to find out what cannot be taxed, will you not? 

A .—If you are taxing the income above a particular minimum, have yoir not 
made an allowance already? 

Q .—Even in the case of the income-tax a person is not assessed merely be¬ 
cause a man is getting Rs. 2,000. 

.4.—That means you will have to find out how many members there are in 

a family. 

Q .—Have you studied the Income Tax Act? 

A. —No. 

Q. —Again you base your views on theory? 

A .—Yes, I am a student of economic theory with some practical experience 
of life. . 

Q. —You merely want to transplant them because they have been found use¬ 
ful in certain countries of Europe. You would like to transplant the super¬ 
tax, the tobacco tax and a great many other taxes which have come into exist¬ 
ence in, Europe to this country. You merely want to transplant them because 
they have come into existence in Europe or have you studied the actual condi¬ 
tions ? 

A. —It is necessary both from the moral and economic point of view. 

Q .—In income-tax we have got two or three considerations, viz., -the needs 
of the State, the capacity of the people and the simple way in which it works. 
Some of the taxes that are now recommended would not work as easily as the 
taxes that have come into existence by slow growth. People think tnat some 
•of these taxes should be abolished and you think that they are desirable, 

.4.—You should give me definite instances. 

Q. —The State has been content with taxing agricultural land and that haa 
'been the basis so far. You say tax the agricultural income also, apart from 
what is paid in the shape of land revenue. 

A .—That is again a tax. 

Q .—You would divide central taxation and provincial taxation? 

A. —Yes. 

Q .—The central taxation hs used for defence? 

A. —Yes. 

Q .—Provincial taxation is for local purposes? 

A.—Yes. 

Q .—Have yon known that in the last five years the nation-building depart¬ 
ments have not been very much developed or that there has been a growing 
demand for more expenditare on those objects ? 

A. —In actual practice you will find that the majority of the Council consists 
of zamindars. 

Q .—May I point out that 80 per cent, of the tax-payers are zamindars and 
they must be represented? 

The President. Q .—Has there been a demand for more money for the nation- 
building departments ? 

A .— The people have not got the capacity to speak for themselves. The 
-classes that represent them are not interested in them, whatever may be the 
reasons, to make a demand for the nation-building departments. That is my 
reading of the situation. 
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Q .—Has there been any additional demand at all? 

A. —That has come from the members of the Liberal party and not from 
the zamindars. 

The Hon’ble Sardar Jogendra Singh. Q .—Have you sudied some family 
budgets ? 

A. —Yes. 

Q .—The great need of the people is better food? 

A, —Yes. 

Q .—If that is so, how is this tax to help them ? 

A .—If you are going to tax the agricultural income of the cultivator it wilt 
be a different thing. 

Q. —All taxes diffuse themselves. 

A.—If you havo a direct tax it is very difficult to diffuse. 

Q. —Don’t you think it would ? 

A .— No. If you call it a direct tax it means it is not going to be trans¬ 
ferred. 

Q —'Then the main question arises that you have not ascertained the actual 
conditions of the villagers. Your idea is that the landlords have all big fortunes. 

A.—1 know of big landlords who are wasting money. 

Q •—Have you gone into the question of the indebtedness of the landlord* 
and tenants in this province? 

A. —I have some idea of the indebtedness of the landlords. 

Q .—Would you believe that 80 per cent, of the landlords are indebted? 

A .—Certainly 50 to 60 per cent, are indebted. 

Q .—The agriculturists ? 

A. —More than 70 per cent. even. But the question is why the landlords are 
indebted. Are they indebted because their incomes are low or are they in¬ 
debted because they are wasting money in luxuries and enjoyments in towns. 
If you have got an impression that I am against .... 

Q. —I know you are quite honest in trying to find out funds. 

A. —I myself belong to the zamindar i class. I find that the zamindara can 
do much for the cultivator, and benefit themselves thereby. It has come to me 
as a shock to see that the zamindar by not taking the responsibility is keeping 
himself poor and keeping the cultivator poor. Under the circumstances the 
State should come to the aid of the development departments. If the State must 
do what the zamindar has been neglecting to do, then the zamindar must pay. 

Q >—Then you would earmark a portion for the improvement of the agri¬ 
cultural classes ? 

A. —Yes. 

Q. —Don't you think that your demand will be met by agricultural credit? 

A ,—If you organise credit how do the zamindars come in for payment? 

The. Hon bit Sardar Jogendra Singh. Q. —You must make them pay somehow! 
(Laughter.) 

The President. C‘~~You have in an article on Indian Economic problem* 
summed up your views on the subject when you say, “to eliminate all waste 
and to satisfy the wants by adopting a bold policy of reconstruction on a 
national scale.” 

A .—Y es. 

Sir Percy Thompson. 4>.—When you were asked to define a tax you Said that 
it was a compulsory payment. Is there not another attribute to it, viz . # that it 
is a compulsory payment for which the tax-payer gets no direct benefit? 

A .—He is not expected to get any. 

Q .—When you pay a tax it goes to the defence of the country. You don't get 
quid pro quo. Does land revenue satisfy that test? 

A.-r- It does not. 
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Q .—What do yon get from the payment of land revenue? 

A. —If yon have that as an attribute of taxation then land revenue would 
some under tax because there is no direct return from it. 

Q. —Don’t you get the use of a valuable asset, namely, land? 

A .—But the land is of the zamindar. 

Q .—You don’t pay land revenue unless you own some land. 

A. —Yes. 

Q. —Your land revenue is a payment for owning that land. In other word% 
you may pay land revenue and get the direct benefit from that payment, vit.» 
the use of that land which is a valuable asset. 

A. —Your question will raise another point. It amounts to this, that the 
landlord gets the benefit by paying the tax. It presupposes that somebody makes 
it possible for him. Whether the landlord is the owner of the land or not is 
a debatable point. 

Q .—At any rate he gets the use of the land. 

A. —Because it is his and not because he pays land revenue. 

Q. —Not because he pays land revenue? 

A. —Yes. If he pays land revenue and then uses the land that means it is 
somebody else’s. If, on the other hand, it is his then he pays land revenue out 
of the land. 

<3.—It is his, subject to the payment of land revenue? 

A. —Yes. From a strictly legal point of view the landholder is not ths 
owner. In practice* he has all the attributes of ownership. 

Q. —By the payment of the land revenue he is in, possession of a valuable 
asset, namely, land. 

A .—Let us suppose that he refuses to pay the tax. What the Government 
do is, they take up the land, appoint a receiver, collect the land tax while the 
landlord continues to get the income. 

The President. Q t —These are exceptional cases. Usually the land is sold up. 

A. —They do so in Bengal but not in this province. I have not come across 
tneh cases here. 

Q .—In raiyatwari areas it is so. 

A. —Here they don’t declare who is the owner of the land. ^ 

Sir Percy Thompson. Q.—It is rather a legal quibble. I will put it this 
way. A man pays land revenue. Does he get no benefit at all? I am suggest¬ 
ing to you that as a matter of practice as distinct from law he is getting a 
valuable asset. 

A. _I would put it the other way. He has his land as his own and from the 

income he pays land revenue. That will bring land revenue under tax. 

Q .—Your view is that land revenue is a tax? 

A, _Not quite a tax again. In zamindari tracts it bears a greater similarity 

to tax than to rent. What does land tax mean in England? 

Sir Percy Thompson. —There it is a land tax in England. 

Witness.—' The landlord in England can do anything. If he allows his land 
fallow for 2 or 3 years he will not have to pay anything. 

The President.— He pays land tax; he is not relieved of it. 

Witness.-' Suppose he turns it into a park. 

The President. Q .—He still pays the land tax. Land tax is quite afl>art from 
the income tax. 

Witness. —Have you double taxation there? One land tax and tht* other in¬ 
come tax? 

The President. —Yes. 

Witness, —Then I was wrong in my idea about it. 

T&e President. Q.— Your reply to Q. 64 regarding salt. You w^uW'IHro *+ 
convert the whole of the business into a bi# Government monopoly! 
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A. —Yes. 

6 .—How would you deal with imports? 

A. —We have that already in Bengal. 

Q. —And m Burma 9 

A. —I never had Burma in my mind, because I never look upon Burma as an 
integral part of India. 

Q. —What will you do about imports into Bengal? 

-4.—If you could give them as good salt as they get from abroad, the posi¬ 
tion would improve under Government monopoly. 

Q. —Would you prohibit imports or would you restrict them on behalf of 
Government ? 

A.—I would do the latter. 

Q -—You would go in for big-scale production ? 

A. —Otherwise there will be no profit. 

Q •—Does not the salt industry add to the livelihood of the agriculturists? 

A .—I doubt very much if a large quantity of salt is being manufactured im 
villages. 

Q >—There are 64 salt factories all round the Madras coast and the labour 
they get comes from the fields. 

A. —They could still be employed by the State. 

Q. —The whole point of large-scale manufacture is that you can dispense with' 
three-quarters of the labour. 

A. —Then the people on the Madras coast and about Sambhar Lake would* 
suffer. 

Q. —Sambhar Lake is a big-scale production. It is done by electric pumping 
and transport. 

A.-—The number of people engaged in the salt industry on the coast of Madras 
form a very insignificant part of the whole population of India, They should* 
be getting the salt much cheaper if we had large-scale production. 

Q. —Do you consider that it would not matter if they suffered? 

A.—Yes. 

Q. —Similarly, you would not mind the Bengal consumer paying a little 
more ? • 

A.—He would have to pay a little less. 

Q -—Actually he gets his salt cheaply from abroad. 

A -—Do you mean that, if the industry comes under State control, prices 
would go up? 

Q— Probably Bengal would have to pay more, because they will have to pay 
the railway freight. 

A.—If Bengal consumes a greater part of the salt from abroad, the State 
could not apply the monopoly idea to Bengal. They should allow them to use 
the salt from abroad and undertake to provide salt to the other parts of India. 

(X-r-One of the advantages of big-scale production would be that you make 
India Self-supporting and in case of another war you would not have* the sup¬ 
plies cu^ off. 

A.—Government could supply the remaining parts of India with saltj Bengal 
might coiYtinue for some time to import its salt and before another war you 
might be r[tble to meet the demands of Bengal by extending your production. 

Q .—Unless you cut down the railway freights very much it would Be always 
difficult to \do. 

A.—It vtill only be a temporary expedient to cut down the railway freight. 

Q. —Can V 011 tell us in the first place whether salt is sold by weight or by 
measure in the United Provinces? * 
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A .—As far as I know, I think it is sold by weight. 

Q .—You have no personal experience in the matter of sifting? 

A. —Some part of it is blackish in colour, some more white and they divide- 
at into two or three classes, each having a separate price. 

Q .—That is, in the shops hereT 
A. —Yes. 

Q .—What salt is it, Sambhai or Khewra salt? 

A. —Sambhar salt. 

Q .—The process you refer to is not the one adopted in the Bombay factories. 
There they pass it through a screen in pretty large crystals. You have no expe¬ 
rience of that system? 

A. —No. I may add that, whether we adopt the Bombay practice or the 
U. P. practice, it allows the seller to charge a minimum price on the worst- 
quality salt, whilst much higher prices are charged for better grades. 

Q .—The variation in price is purely with reference to quality. 

Let us pass on to your answer to Q. 61. You say that the only result of 
compulsion wherever adopted seems to have been to drive the drag habit under¬ 
ground. 

A. —Yes. I have been reading reports every day from America of illicit im¬ 
portation. 

Q .—Have you any experience in the United Provinces of the result of fchr 
action recently taken? 

A. —Illicit production has increased in this province. 

Q. —Have you any personal knowledge of it? 

A .—No. 

Q. —You think the policy Has gone too far? 

A. —Not yet, because our revenue has not begun to fall. 

Q. —The revenue has fallen very considerably. 

A .—Not much. 

Q .—I think the decrease was 7 lakhs last year. 

A.—That only shows that we have reached the maximum point. If we go 
beyond that, we would be increasing illicit production and diminishing our 
revenue. 

Q .—In reply to Q. 70, you say that the tari thikedar pays from 8 annas to 
Rs. 2 per tree to the owner of the tree in addition to taxes to Government and 
that you are inclined to think that there is margin for further taxation. 

A. —Yes. In the Agra district they pay on the basis of trees. 

Q .—The tree-tax system is an attempt to levy something corresponding to 
the still-head duty; yon cannot wait untiT it is drawn and measured. What 
you do is to require the man who wants to tap trees for a particular shop to 
put in an application naming the survey number and the number of the trees. 
He pays you Rs 3 or 4 per tree as a tax on the assumption that each tree 
will yield a certain quantity. Each tree is marked and if any tree is tapped 
without having been marked, it is an offence. 

A. —Yes. 

Q .— A levy per tree is quite a different matter to the sum paid to the owner? 

~A. —Yes, it is paid to the owner over and above the tax to Government. 

Q. —You say there is a margin for further taxation and you recommend the 
adoption of a tree-tax on the lines I have described. So far it has only been 
introduced in a very small area and Government do not propose to extend it. 

A. —It would be advantageous to do that and find out the average yield of 
tari from trees in different localities. 
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Q .—Your reply to Q. 93. You think it quite legitimate for the State to charge 
-a fee for registration over and above the cost of the service rendered! I do 
not quite understand what you mean by a “progressive scale." 

A, —If there is a deed for Rs. 1,000, one rupee is charged for its registration. 
If there is another for Rs. 2,000, a higher rale should be charged, i.e., 1 
not Rs. 2, but Rs. 3, Bay. 

Sir Percy Thompson. Q .—You say that local bodies should be given power 
to tax the increase in the land values. How you set about doing that? 

A. —If in a particular locality land is being sold during a particular period, 
you can find out whether the value of land is increasing or diminishing. 

Q .—Increased from when? What is your time-limit? 

A. —Suppose in 1925 the value of land is Rs. 2,000. Next year you find the 
same kind of land would fetch you Rs. 3,000, that means there is an increase 
in the value of land. 

Q .—Are you going to value all land in 1925. throughout India? 

A. —You will have a basic year. It wouldn't mean any new organization. 

Q. —Is that what you are going to do ? 

A ,—Otherwise,' we can’t have a tax. 

Q. —Do you know it was tried in England in 1909? 

A. —I think it was tried in some municipalities in western countries, in 
America especially, and they have succeeded remarkably. 

Q. —I should not say they succeeded remarkably. They certainly aid not 
succeed in England. The measure was passed in 1910 and it took over five 
years to value the land in England and it was not a success, and the increment 
tax was abandoned in 1920. 

A. —I was reading some time ago an article by Mr. Darling on the value of 
land in the Punjab and I found that there is great and continuous increase 
going on. 

Q .—We know that perfectly well. The question is : how are you going to 
measure it? Suppose a man in 1940 sells a piece of land for Rs. 10,000. How 
are you going to have an increment duty charged on the land? 

A. —If you decide to impose an increment tax on land in a particular 
locality we will value all land in that locality in a particular year, taking that 
year as a basic year. Next year you will find by how much the price oi land 
in the locality has increased. I would have a new valuation and on that new 
valuation we would take taxes. 

Q .—The point is whether you will have finished the first valuation by the 
time your second valuation comes along. 

A. —They have been able to do it in other countries, especially in America. 

Q. —They have not been able to do it in England. 

A. —Xs that a reason why we should not be able to do it in India? If this 
task were to be undertaken by local bodies, such as municipalities and District 
Boards, I think they could do it within a time limit. 

Q .—Do you think the annual valuation of the houses in those localities in 
which a house tax is charged is satisfactorily done? 

A. —The house tax is at present charged on the rental value. 

Q .—Do you think the rental values are fairly accurately estimated? 

A. —I think they are fairly accurate. I have no inside knowledge of muni¬ 
cipalities. If you ask me generally, I would say that there is certainly some 
lack of efficiency in the administration of municipalities. If we have an effi¬ 
cient staff to find out the rental values, they could do it. 
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Q % —Suppose land is worth Rs. 2,000 in 1925. In 1928 the owner builds a 
house on it which makes the land enormously more valuable. When you come 
to review the property for the purpose of increment value, how are you going 
to charge it? 

X—We would try to find out the value of the land in that particular year. 
If the house is built in 1928 we cannot charge any tax on the value of that, we 
would not be justified in doing it. 

Q .—I have not followed you; are you going to eliminate the house or not? 

A. —The year the house is built we would have to eliminate. After that, we 
would iake that also into consideration. 

Q. —What is the basis for charging in 1928? 

A. —Suppose there are a number of houses in a particular locality and in that 
locality either a bazar is built or a road is opened by the municipality or Dis¬ 
trict Board, It causes a general increase in the value of land and houses in that 
locality; we can find that out easily. There may be practical difficulties. 

The President. Q. —Would it not be simpler, to begin with, to secure a 
substantial property tax from these non-agricultural lands which at present pay 
no land revenue? 

A. —That will be true in the case of municipal areas. 

Q. —Even in other areas there is a good deal of land which does not pay land 
revenue. You have very little in the shape of a property tax in the munici¬ 
palities in the United Provinces at present. You have two or three towns where 
it is limited to 6 or 7 per cent., whereas in England municipal property tax runs 
to 100 per cent, on the annual value. Suppose you take a substantial property 
tax, would not that effect your purpose without involving you in the difficulties 
of assessment and increment ? 

A .—How are you going to assess the property tax? 

Q. —Simply by valuation. What they do in Madras is generally to employ 
a Deputy Collector to make a valuation and that would carry on for ten years. 

A .—You will have a re-valuation again after the period of 10 years. ^Tlien 
the only difference between my proposal and this one is that I take the annual 
value and in this case it is done in a period of 10 or 15 years. 

Q. —The difference is that I tax the value of the property simply, whereas 
your proposal is to tax the increment value. 

A. —If you measure the value of the property after 10 years, surely you would 
have included any increase in value due to the causes we have mentioned. 

The, Hon'ble Sardar Jogendra Singh. Q. —The former proposal is more 
simple, don’t you think so? 

A.-—From an administrative point of view, yes. 

You recommend these taxes, because you say such a thing happened in 
America. Have you studied the land systems in America. England and other 
countries; do they pay land revenue as a revenue or only as a tax ? 

A. —They do not pay land revenue as we do in this country. 

Q. —It will be very interesting for you to study the conditions in those 
countries and jf you find that the conditions are not similar, you may be doing 
an unfair thing by recommending proposals of the kind you have done. 
Your object, I take it, is to benefit the people of the country? 

A .—That is my idea. 

Q. —That will only be possible if you study the conditions in all countries. 

A,—In towns like Lucknow, which are making vast progress and where deve¬ 
lopments take place, land value will always increase. I do not know where the- 
question of-similarity between America and this country comes in. 

2 B 
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The President. Q. —In your proposals for new taxation, you advocate a 
succession duty? 

A. —Yes. 

Q .— Have you gone into the question of how you would deal with the joint 
Hindu family, or would you leave it to us? 

A .—If in a joint Hindu family a man dies leaving four sons, each man having 
a definite share, I would levy a succession duty on each individual share. 

Q. —How would you deal with the case of a deceased member who is only an 
infant ? A child as soon as he is born becomes a sharer and infant mortality, 
as you know, is rather high in this country. 

Sir Percy Thompson. Q. —Suppose the value of the property is Rs. 1,00,000 
and it belongs to a man and his four sons jointly and the father dies; 

A— One method would be to take the property as a whole and charge a succes¬ 
sion duty on Rs. 1,00.000; the other method would be to charge a succession duty 
■on each individual share. 

The President. Q. —You recommend charging on the share? 

A. —Yes. 

Q .— -Would you impose a charge on the share even in the case of minors? 

A. —The minor benefits equally. 

Q .— He benefits equally, but would not the charge tend to become heavier? 
When the'child dies, again a succession duty will have to be charged, because 
of the great infant mortality in India. 

A .—It would tend that way. 

Q. —It will tend this way that the whole estate will be charged more than 
once in a generation. What will you say to limiting the charge to the death 
of adults and charge only on the death of persons who are more than 18 years 
old? 

A. —I think we will be justified in doing so. 

Q. —You propose making tobacco a monopoly? 

A. —Yes, on the same lines as poppy cultivation. 

Q .— Have you considered the table of tobacco cultivation which we have 
given in the Annexure? Almost every district in India is cultivating it. 

A. —I have seen it. 

Q .— You realize there will be administrative difficulties? 

A. —I realise that point. 

Q .—Another monopoly you recommend is explosives? 

A. —-Yes. 

(j.—Not fireworks? Would they not be subject to monopoly? 

A. —I have not spoken from the monopoly point of view, but from the taxa¬ 
tion point of view. If there are no administrative difficulties, it can be made 
a monopoly. I am not quite certain about that. 

Q. —But all fireworks are licensed now? 

A. —Yes. 

Q .—Now the further stage is only to have a monopoly? 

A. —That may be desirable from more than one point of view. I do not 
like that people should waste their money on these fireworks. 

Q .— Then you recommend a fee for registration of marriages? 
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A. —Yes, it is very desirable. 

Dr. Hyder. Q. —Do you think it is also politically expedient? 

A. —I do not know how it is going to affect matters politically. 

Q .—People would begin to say, here is a foreign Government which is inter¬ 
fering with our customs and institutions. 

A .—I do not know how it interferes with our customs and institutions. 
Many cases come before the Courts where people deny their own marriages. 

Q. —It was misrepresented in the Punjab during the last agitation. Some 
people made capital out of it. It might be all right if the Government of the 
country was national, but with a foreign Government, don’t you think there is 
any political danger ? 

A. —I think there is no such danger. In that way every tax can be misre¬ 
presented. 

Q. —I ask you to consider this proposal and give your opinion in it not only 
as an economist but also as a politician and as an Indian, whether it is desirable? 

A .—The only point which strikes me is this. It may be undesirable from 
the political point of view, but from the social point of view it is desir¬ 
able. For the legal evidence of the marriage it is quite right, but when you 
bring in the idea of the political point of view, L cannot give any definite 
opinion on it. 

The President. Q .—How will you have this registration charge? Will you 
.have it graduated? 

A .—We should not have any graduation, but we must have one uniform 
registration fee. 

Q .—Do you think there is any precedent 'for this in ancient Indian 
history ? 

A. —I don’t think there is any, so far as my knowledge goes, but I think 
Kautilya mentions it in Arthashastra. 

The Hon'Ue Sardar Jogendra Singh . Q> —Don’t you think the need of the 
country is accumulation of capital? 

A. —I would put in another way. The need of the country is the investment 
of capital. I don’t think it is of any use to hoard the capital. 

Q. —Don’t you think that the succession duties in England and other places 
are a modified form of levy on capital? 

A, —In the case of certain estates it might be so, but not otherwise. 

Q. —Do you think the time has arrived in India to levy succession duties ? 

.4.—What about succession duties on landed estates ? 

Have you considered how agricultural land is going to be subjected to 
succession duty without modifying the Hindu and Muhammadan law entirely? 

A. —I wonder how the Hindu and Muhammadan law comes in here. Succes¬ 
sion duties 4 ° n °t govern the law of succession but simply deal with the part 
of the property which goes to the successors. 

Q .—Supposing you weaken the stability of this country altogether, don’t 
you think you are weakening the system which is responsible for the progressive 
realization of its dreams? 

A .—I have the majority of landlords in my mind. The general view is that 
the landlord class has not done anything. I am not recommending it from the 
point of view ol equal distribution of capital. That is not the only function of 
the succession duty. I started from this view that the State needs funds and 
it must have them for the development of the country and this is one of the 
ways by which you can hare them. 


2 b 2 
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Mr. MUHAMMAD ASLAM SAIFI, M.L.C., Meerut, was next 

examined. 


Written memorandum of Mr. Aslam Saifl. 

I am firmly convinced that the salt tax should not be utilised for making 
up revenue whenever a deficit stares the Government of India in the face. 
It is a tax which weighs heavily upon the poor people and although salt mav 
very well be a source of raising a tax from which no one can escape, as no one 
can do without it, but so far as its use goes, the rich do not use it any mom 
than the poor, for there are many luxuries which the rich enjoy without their 
being taxed. 

My only suggestion in this reference is to introduce a tax on tobacco which 
is used in one form or the other by almost all elassewS of people and it cannot 
be denied that it is a luxury. 

Without being in possession of the statistics bearing on the subject, T can 
say, being confident that I am within the mark, that 40 per cent of the peopl€ 
in the United Provinces use tobacco either by way of smoking or in fan. 
Assuming that there is a population of 45 millions in these provinces, the number 
of users would come to 18,000,000 and if the average expenditure on tobacco he 
taken as Re. 1 per year it will represent Rs. 1,80,00,000 : an average 
tax of 5 per cent, on this will mean Rs. 9,00,000 in the United Provinces alone. 
This is, of course, a moderate estimate. There are numerous varieties of tobacco 
and if they are to be taxed, the rate should bo progressive say from 5 per cent, 
to 20 per cent. The best quality of tobacco used in fan is sold at Rs. £0 pe* 
seer. 

As regards the control to be exercised by the Government, I am of opinion 
that it should be by means of licences to be issued both to the cultivators and 
to the manufacturers. I do not like that permission be granted to the cultivator 
to grow tobacco in any quantity for his own use. And neither do I like that 
the monopoly be given to a private company in which the Government should 
have a predominant share. 

T will also suggest that the tax should be imposed upon the manufactured 
tobacco in whatever form it be used. I also hold that in addition to the 
import duty there should be an excise duty upon the imported tobacco such as 
cigarettes and cigars. The reason why T have come forward with this sugges¬ 
tion is that the tax on tobacco should enable the Government to keep the tax 
on salt at its lowest point if it cannot, altogether be abolished. 

To stop smuggling from Indian States will be quite as difficult a job as it 
is in other lines such as opium or country liquor. But there is not much risk 
of smuggling regarding tobacco since the tax would not make so much difference 
in prices so as to prove a temptation to the smugglers. 

Q. 121 .—I entirely agree with the statement. 

Q. 122 .—I think the suggestion embodied in part (4) of this question is the 
most feasible one, the manufacturing should bo allowed by means of licenses. 

Q. 133. —I prefer ad valorem, duties on the manufactured products, and at 
the licensees will be under the absolute control of the Government there is little* 
chance of the duty being evaded. 

In the end I will suggest that the duties of controlling and supervising the 
monopoly on tobacco can lie entrusted to the Excise Department and thus the- 
expenditure will comparatively be little. 


Mr. Aslam Saifi gave oral evidence as follows 

The President. Q .—You are a member of the United Provinces Legislative 
Council and a resident of Meerut? 

A.—Yes, Sir. 
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Q .—Your view is that the Salt tax should not be utilised for making up 
Tevenue whenever a deficit stares the Government of India in the face. That 
is, it should be either abolished altogether or reduced to the lowest possible 
point ? 

A. —I think it should be kept at the lowest possible point. 

Q .—You think an acreage tax on tobacco might yield about 9 lakhs of rupees 
in the United Provinces? 

A. —I think so. But it might be very much more than that also. It is a 
piere guess. 

Q j. —As regards the method of control, you say, that it should be by means 
of licenses to be issued both to the cultivators and to the manufacturers. Have 
you examined the question of a monopoly? • 

A.— I have looked into the question and I think the monopoly can be 
worked only in two ways, either to have the entire stock of tobacco grown 
in the country taken over by the Government and then manufactured or sold, 
-or by issue of licenses to the cultivators and also to the various manufacturers 
and thus secure the necessary tax. 

Q. —You prefer the second system? Will you explain to us in a little more 
detail how the system of monopoly is to be worked out? 

A. —The district where the tobacco is grown should be known to the Govern¬ 
ment and there the licenses should be issued. The product must be taken over 
•by the manufacturers as they carry on their business. 

Q.-~ Are you prepared to charge the cultivators any tax? 

A. —No. I should not do that. The object of issuing licenses should be 
simply to know how much acreage is under cultivation and how much tobacco 
is to be sold. 

Q. —You propose to require any cultivator who grows tobacco to apply for 
licenses ? 

A .—That is the first stage. 

Q. —You think the whole of the produce is to be sold to the license'd 
manufacturer ? 

A.—' Yes. 

Q. —Are you going to charge him a license fee? 

A. —Yes. 

Q. —And then are you going to charge excise duty on issue by manufacturers? 

A. —Then of course the manufacturer will have to add to his price the 
tax that he has to pay to the Government. I would charge excise duty. 

Q. —No further tax on retail sales? 

A. —I would confine it only to the wholesale producer because the tax 
imposed by Government will be borne by the manufacturer himself. 

Q.— You are going to graduate that tax with reference to the quality of the 
produce? .'*■■■ 

A. —Yes. Because there are various kinds of tobacco. 

Q. —Is there not a great deal of tobacco which really undergoes no process 
at all? 

A. —Very little. Generally tobacco is prepared in the form it is smoked or 
•eaten with pan. 

Q.—Is it not dried and put in a twist and chewed in that state? 

A.—It is mixed with sugar. It has to be dried first of all and then 
powdered and then mixed with sugar. 

Q •—Thus the manufacturers would be under the control of the Excise 
Department? 

A. —Yes. 

Q .—How many officers you think would be required for this purpose? 

A .—I can’t say the number required. 

•Q .—It will be just like the bonded warehouse system 7 
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A. —Yes. 

Q .—Have you studied the figures of tobacco cultivation? 

A. —Yes. I have gone through the figures. 

Q .—Would you have any minimum quantity? 

A .—You mean that the cultivator should grow? 

Q.—In order to prevent multiplication of petty factories, just as in the* 
case of distilleries? 

A. —There are manufacturers in every district. If the dried tobacco is 
to be sold to them they can carry on their business. But these manufac¬ 
turers should be under the control of the Government and their work should 
be supervised by the Excise Department. 

Q .—*Then if you have a large number of small factories, the cost of supervis¬ 
ing them will be very large? 

A. —They will not be so numerous. I am referring only to the wholesale 
manufacturers. My idea is that the small manufacturers should be eliminated 
from this. 

Q. —Wliafc would be the process of elimination? 

.4.—It should be that the licenses would be issued only to the big manu¬ 
facturers. 

Q .—How would you ensure that ? Would you impose any limit of private 
possession? Are you going to make the cultivator sell his tobacco to the 
manufacturer and show that it gets there? 

A. —I suppose that should be managed by very careful supervision and on 
the estimate of the crop. 

Q. —Then will you have any document showing the sales? 

A. —I think it can be worked out as to what quantity of tobacco is pro¬ 
duced per bigha. If there is only a very little tobacco, that will be kept 
back by the cultivator. 

Q. —Would you impose any restriction on the size of the factory? 

A. —No. 

Q .—Would you also impose any limit on the area to be cultivated ? Would 
you issue licenses for a hundred acres or fifty or ten acres and so on? 

A. —I won’t fix that. Those who go in for this sort of cultivation, generally 
require a large acreage for it. 

Q. —What would be the minimum area which should be issued for culti¬ 
vating licenses ? 

A .—I do not think it is necessary. .If the area is very small, he would not 
pay. W 

Q. —Is not tobacco grown near the village sites? 

A .—Here it is not grown like that. 

Q .—Is -it not grown in the backyard plots near the village sites ? 

A .—It may be like that at present. But those who are going in for this 
class of business won’t do that. 

Q. —Would you expect it to be confined to people growing 10 acres or so? 

A. —If it is absolutely necessary, a minimum might be fixed. 

Q ,—You have not worked out the scale of rates of duty? 

A .—No. 

Q .—Have you any acquaintance with the system obtaining in Patiala State? 
They have got a system of taxing tobacco somewhat similar to your’s but a 
little more primitive. The idea there is to sell the monopoly of an area to a 
particular individual by auction. He has the sole right to sell tobacco in that 
area whether imported or locally produced. As far as I understand the rest 
of the scheme is just like your’s. 

A. —I personally would not accept that, because it gives the monopoly to 
particular man to sell within a certain area. 

Q. —But your scheme would cost a good deal to control? 



A. —I cannot say off-hand what it would cost to supervise, but still it 

should be possible that the cultivators who grow tobacco will be known to 
The department. The quantity produced out of these fields will also be 

known. The only point that remains is the possibility that they might not 
deliver that quantity. How to check that is the question. But such a quantity 
would be very small, and as we go on gaining experience it should be possible 
to overcome this difficulty too. 

Q .—Would you have a limitation of possession in the case of tobacco ? 

A. —I think we shall have to have it. 

Q. —What will you fix it at? 

A .—I think the quantity required will be more than a pound or so. 

The Hon* hie Sardar Jogendra Smgh. Q.—What is your objection against 
the Salt tax ? 

A .—It weighs heavily on the poor people. My experience in this con¬ 
nection is confined to the war time when people had to pay this tax very 

heavily and moreover the poor people cannot avoid this tax, as salt is a bare 

necessity. As I have explained in my note if the tax is simply raised to 
balance the budget of the Government, I do not approve. 

Q .—Is it not an indirect tax? 

*4.—I quite appreciate that this is a tax which applies to everybody, but 
the weight of it falls on the poorer people more than on the richer people. 
My idea to tax tobacco is that it might serve as an alternative when it is 
necessary to increase the tax. 

Q .—Don’t you think that it will fall only on the grower? 

A.— It should not. In the last few years the prices of tobacco have gone 
up so that the ordinary tobacco which used to be purchased for one anna is now 
sold for four annas a seer. If they can stand that, I suppose a 5 per cent, tax 
upon it would not matter much. 

The President. Q. —Have you any experience of the output per acre? We 
have been told that there are enormous variations in this country. 

A. —Variations are bound to occur in this country. But I have heard that 
a very close estimate can easily be made as to the actual amount to be got 
out of a particular field. 

Dr. Hyder. Q .—Is it cultivated by all castes or only by the mali caste in tqe 
United Provinces ? 

A. —I think it is cultivated by all classes. One class may go in more for 
it than others. 

The President. Q. —By whom is the estimate of the produce to be made? 

A .—By the Patwari; and that will be checked by other officers like the 
Tahsildar. 

Q -—At what stage would you require tobacco to be taken to the bonded 
warehouse ? 

A. —It should be taken there in the final stage when it is ready for sale. 

Q. —Is it going to be manufactured in the bonded warehouse? 

A. —No. My idea is that it should be handed over to the licensed manu¬ 
facturers. The manufacturer will give all the details as to what quantity 
he purchased; and it can be easily found out that a particular quantity of 
dried leaf will produce so much manufactured tobacco. 

Q .—But the cultivator dries the crop on his field. How long are you going 
to allow the cultivator to retain it before he passes it on to the licensed 
manufacturer ? 

A. —As soon as the manufacturer is ready to take it, he can do so. 

The Hon*hie Sardar Jogendra Singh. Q. —In the same condition as it is 
now marketed? 

A .—Yes. 

The President. Q .—One suggestion is that in order to secure that the- 
stuff does go to the manufacturer, you should levy an acreage duty on the 
tobacco; and when it is delivered to the licensed manufacturer at the bonded 
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•warehouse you should refund the acreage duty. The acreage duty meanwhile 
is a guarantee that the stuff has not passed into consumption. 

A .—But since the cultivator is to be licensed for growing tobacco, if he 
violates the conditions he can be punished. 

Q .—But what* hold have you on him? What penalty are you going to 
impose ? 

A .—A penalty can be imposed under the license. 

Q .—You don’t think that the levy of an acreage duty would serve as a 
-check ? 

A. —No, I do not think so. Besides it will also add to the work. 

Q .—The cultivator may sell three-fourths of the crop locally and take the 
rest to the manufacturer. 

A .—But that would be known to the officers. There will be estimates. 

Q .—But the patwari may take a little remuneration. Would he not? 

A .—But still it is difficult to falsify accounts to such an extent. I think 
it is better to find out these things by experience. 
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20th February 1925. 

Lucknow. 


Present : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. 

Sir Bijay Chand Mahtab. G.C.I.E., K.C.S.L, Maharajadhiraja 

Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jogendra Singh, 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Mr. T. GIBB, Excise Commissioner, United Provinces, was 

examined. 


Written memorandum of Mr. Qibb. 

Q . /.—I am unable to offer an opinion. 

Q. 4*—I have no suggestions to make. 

Q. 21 .—It is for the Committee’s consideration, I think, whether the excise 
taxation of this country, though indirect, is wholly voluntary. Opium consump¬ 
tion, for example, is not altogether voluntary. The medicinal use of the drug 
is universal. In the same way consumption of spirit is dictated largely by 
custom, witness its use in marriage and religious ceremonies and as a pro- 
-phylactic against malaria in many tracts. During the last influenza epidemic, it 
was, practically, the only medicine and preventive used. The only excise tax 
which I would place definitely in the voluntary category, is that on hemp 
•drugs though here again consideration ought to be given to the use of bhang 
as a substance with acknowledged medicinal virtues during the hot weather, 
and the use of charas and ganja by religious ascetics. If it be accepted that 
the taxation on liquor, opium and hemp drugs is voluntary, it would be neces¬ 
sary, I think, for above reasons, to segregate the revenue derived from voluntary 
consumption and include it only in estimating the burden upon the taxpayer. 
I am unable to say what the involuntary percentage should be but would 
suggest 25 per cent as a rough and arbitrary basis. 

Q. 23 .—This may be true of occidental countries but does not apply to India. 
I am of opinion that, in a corn.try like India in which the subsistence level is so 
pitiably low, even moderate indulgence in liquor, opium, and drugs constitutes 
a definite and obvious economic burden. Taxation should, therefore, be as high 
as is compatible with good administration. Revenue should be a secondary 
consideration. 

Q. Ifi .—I would recommend an excise on aerated waters and patent medicines 
levied by means of an excise stamp and a license fee for sale of tobacco. 

Q . 50 .—I think the graduated or progressive principle applied to tobacco and 
spirits would be difficult if not impracticable to apply in practice. If it were 
practicable, I should, for reasons of public health, prefer, in the case of liquor, 
to see the grading downwards. The inferior grades of spirit should he taxed 
highest. The difficulty lies in distinguishing which is a superior and which 
is an inferior brand except through the price. 

Q. 67.—The position in this province is peculiar. The province is the seat 
•of orthodox Hinduism which is strongly ranged against indulgence in liquor. 
Moslem opinion is also strongly opposed to it. There has also, undoubt¬ 
edly, been a wide change, in recent years, in the mentality of the 
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consuming classes towards indulgence in liquor. This change .began with, 
the politico-ethical campaign against drink in the beginning of 1921. The- 
campaign synchronised with a heavy increase of excise taxation imposed from 
1st April, 1921. Tois increase affected the spending power of the consuming 
classes seriously especially as the post-bellum deflation was just beginning. 
The result was a decrease of 48 per cent in licit consumption in 1921-22, a large 
fall in revenue from country spirit, and the outbreak of illicit distillation in 
tracts comparatively free from it previously. In 1922-23 consumption fell further 
by 8 per cent and in 1923-24 it declined bv 9 per cent. The province possesses 
large tracts in which the mahua tree flourishes and it is the premier sugar-cane 
growing province. In the eastern districts the toddy palm abounds. Every 
district, therefore, possesses natural maierial for production of illicit spirit. This 
being so, I am of opinion that any scheme of prohibition would be doomed to 
failure. On the other hand, there can be no question that such public opinion 
as exists is solidly opposed to the drink traffic and this opinion has gathered force 
steadily since the events of 1921. Publicists, I gather, do not generally favour a 
prohibition policy. The practical difficulties are generally recognised. There 
is practical unanimity, however, that taxation should be maintained at the high 
point reached in 1921-22 so that no encouragement should be afforded to indul¬ 
gence. Local option is generally recognised as the next step towards prohibition. 

Q. 62 .—-While I am opposed to total prohibition, I think that the strong 
fiscal measures taken against indulgence in drink will, eventually, cali for 
exploration of new sources ot revenue. The loss to provincial revenues by the 
action so far taken is roughly 50 lakhs. This loss to a population of 45 millions 
is equivalent to only annas per capita and could best be made good by a 

capitation tax of 2 annas I think. Tn my reply to question 49 I have suggested 

two other sources but am unable to say how much they could be relied on to 
contribute. An increase of stamp duties seems to me also a possible source. 
An argument against succession duty lies in enforcement especially in view of the 
litigation which almost invariably ensues over succession, in this country. 

Q. 63 .—I accept most of the statements. 

Q. 6If .—I approve generally of the policy being pursued in this province 

except that it is a little in advance both of the political and administrative 
genius of the people. The chief danger inherent to the policy is that it tends 
to drive underground a comparatively trifling social evil, if an exceptionally 

moderate consumption of alcohol can be so termed. 

Q. 65 .—Taxation on country spirit in the United Provinces is Rs. 8*74 per 
imperial gallon. In 1920-21, it was Rs. 6-94. I consider that the latter figure re¬ 
presented the limit of spending power of consumer. As stated above, the increase 
was imposed from 1921-22. I was consulted before the increase was decided on 
and expressed my opinion against the proposal. 

Q. 66 .—There has been no increase of taxation since 1921-22. In the four 
years following there has been a steady increase of excise crime. 

Q. 67.— Yes. 

Q. 68 .—I see no particular objection to supplementary duties provided these- 
duties are uniform. Obvious complications would ensue if rates were not uniform. 
Supplementary duties, if adopted, should be imposed by the Customs on first 
entry and allocated by book transfer to the province of destination of goods, 
otherwise duties would be difficult to collect. 

Q. 69 .—This is a difficult question which is at present under the consideration 
of all Local Governments. The difficulties of procedure are not insuperable but 
varying rates of duty, which are, in my opinion, quite unnecessary would 
seriously complicate procedure for adjustment of revenue. 

Q. 70 .—Revenue from tari is, certainly, capable of some expansion but 
difficulties of realisation stand in the way. The castes engaged in the trade 
of tapping and selling the liquor in these provinces are extremely pool and 
ignorant. They have, in most cases, no settled place of residence or property 
and, if they fall into arrears with' collections, forced realisation is fruitless in. 
most cases. The tree-tax is in force in two tahsils of Gorakhpur district, as 
an experimental measure, with fair success. To the tree tax is allied a fixed' 
surcharge per tree for right of vend. This system entails additional staff but, 
at the present stage, is the best possible I think. The weakness of the auction 
system, at stated, lies in difficulty of realisation. Since 1921-22, the tari revenue- 
hus risen from Rs. 3*36 to Rs. 5.20 lakhs. 
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Q. 71 .—Rates of yanja and charas should be uniform in order to lessen smuggl¬ 
ing. The case for uniformity in rates of bhang is not so strong. A low rate- 
is necessary in these provinces owing to the number of districts m which hemp* 
of spontaneous growth occurs. 

Q. 72.— Yes. 

Q. 73.—- Yes. 

Q. 73 -—The system of retail vend of country spirit, opium and hemp drugs 
in these provinces is the graduated surcharge fee system. I am of opinion that 
it is the best possible. As the retail price of all three articles is fixed under 
the system, the question of monopoly does not arise. 

Q. 75. —Yes, a greater measure of uniformity is desirable. There is a distinct 
point, however, beyond which this province cannot advance owing to the fact 

that with every increase of rate by Government, retention of crude opium on an 

increasing scale results. The same difficulty does not arise in provinces where- 

there is no poppy cultivation. The comparatively low taxation imposed by most 
Indian States also constitutes a serious difficulty. 

Q. 76 .—I would be strongly opposed to employment of salaried persons for 
retail sale. Under the graduated surcharge license fee system, vendors are selected 
and are practically in the position of commission agents of Government, The 
general adoption of this system in India would, I think, be suitable both from 
the revenue and administrative standpoints. 

Q. 77.—T would recommend greater concentration of cultivation. T/ie poppy 
ig cultivated at present in 29 districts. It should be possible, I think, 
in view of falling demand, to do away with cultivation in a good many districts, 
and eventually confine cultivation to a more or less compact area, as near the 
factory as possible, on which the preventive force of the Opium Department 
could be concentrated to obviously greater effect than at present. Steps should 
also be taken by the Government of India to limit cultivation in Indian States 
to actual requirements and to induce States to come into line with taxation in 
British territory. The large bulk of smuggled drug comes from the States in 
Central India. 

Q. Iblf .—The obvious difficulty in the way of the proposal of a basic rate is 
that Exeivi is a transferred subject in all provinces except Assam. This being 
the case, excise policies, taxation and procedure vary considerably from province 
to province and I do not see how under present circumstances this is to be 
avoided. I am strongly in favour of an annual conference of Excise Ministers 
and Excise Commissioners. At this conference rates of duty, excise policy and' 
procedure could be discussed. This I think would result in uniformity on all 
essential matters which are likely to prove a source of embarrassment to one 
province vis a vis another. 


Mr. Gibb gave oral evidence as follows 

The President. Q .—You are the Excise Commissioner of the United Pro¬ 
vinces ? 

A.— Yes. 

Q .—How long have you been in the Department? 

A. —I came out to India from the Home Customs and Excise Department 
in 1909 as an expert oifficer for the United Provinces, the Punjab, the North- 
West Frontier Province and Ajmer-Merwara. In 1920 I was appointed Deputy 
Excise Commissioner in the United Provinces and in January 1922 Excise 
Commissioner. 

Q. —The Excise Report for the year ending March 1923 was written by. you? 

A.—Yes. 

Q. —The report fo^ the succeeding year was written by Mr. Waugh thougfi- 
you were in charge of the department virtually throughout ±he year? 

A.—Yes. 

Q .—In answer to question No. 23, you say that “in a country like India in 
which the subsistence level is so pitiably low, even moderate indulgence in- 
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liquor, opium and drugs constitutes a definite and obvious economic burden.” 
You mean the expenditure on these articles? 

A.—'Yes. 

Q. —Is it a burden that ought to be got rid of because it is not good for 
the people? 

A. —Yes, if possible. 

Q .—In reply to question No. 49, you say “I would recommend an excise on 
aerated waters and patent medicines levied by means of an excise, stamp and 
a license fee for sale of tobacco.” Was there a tax on aerated waters in 
England ? 

A. —I think so. It was a simple stamp duty—a stamp that was pasted over 
the cork or over the ball. 

Q ,—What was the amount collected? 

A. —I am afraid I can’t remember. 

Q .—You think it practicable to levy a similar tax here? 

A. —Quite. 

Q .—How would you do it? 

A .—By a stamp affixed over the mouth of the bottle. The Excise Depart¬ 
ment would see that no unstamped bottle is sold—just as in the case of a box 
of pills at Home. The manufacturer would affi'x the stamp on the bottle . in 
such a way that it is broken when the bottle is opened. 

Q. —In the case of patent medicines, the medicine will have a name. They 
want to advertise it as somebody’s pills and they would not have the same 
sale if they do not have their name. Is that possible with regard to aerated 
waters ? 

A .—I think that aerated waters are more or less a luxury in this country. 
Some people might say that they are a necessity; but to the large majority 
they are a luxury and as such why should not some duty be levied on them? 
And the method suggested is the only practical way that I can think of. 

Q. —Can you give us the period when this duty was levied in England and 
when it was abolished? 

A. —I do not exactly remember. 

Dr. Paranjpye. Q .—Have you formed any idea as to how much it will 
produce ? 

A .—I am afraid I could not. But it will be very substantial. 

Q .—At about 3 pies per bottle? 

A. —Yes; that was what was in my mind. 

Sir Percy Thompson. Q. —Don’t you think it would rather tend to fall on 
the European community? 

A .—I do not think so. 

Dr. Paranjpye\ Q. —Don’t you think that aerated waters are at present 
helpful from the point of view of health? 

A. —Quite so. That is why I said that probably some people might con¬ 
sider them a necessity. When I go out to camp I always take soda water with 
me as a measure of precaution when I am doubtful about the local water supply. 
If you put a small tax on aerated water I think you can get a considerable 
amount of revenue. 

Q. —I suppose you would also tax substitutes—Sparklets for example? 

A. —Yes; you will have to do that. 

The President. Q .—Could you not have the tax on the cylinder of carbonic 
acid gas ? 

A.—Yes; very easily. There are only two firms here which manufacture 
gas and perhaps it would be simpler than the other method, 

Q .—You propose a license fee for sale of tobacco? 

A .—I propose it because tobacco, I understand, is at present taxed through 
the land revenue. It is subject to the land revenue as an agricultural product. 
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Dr. Paranjpye. Q. —But how will you be able to fix the fee? How can you 
find out who deals on a large scale and who on a smaller scale? For instance, 
we were told in Benares that a shop 25 square feet in area was let at Rs. 300 
a month. 

A. —You can fix the fee on the rental of the shop. 

Sir Percy Thompson. Q. —Is it not difficult to do so because it may sell 
other things as well? 

A. —Yes, it may be difficult. 

The President. Q.~ There is a scheme in force in Patiala. It is something 
like the outstill system. You sell by auction the monopoly of vend for a given 
area; you allow cultivation free but you require the cultivator to sell only to 
a licensed vendor either in his own or some other area. I think it yields 12 
lakhs a year in Patiala. The system is also in force in Travancore. Suppose 
you exempt a certain quantity for domestic consumption. In France it is 5 
plants. 

A. —I am afraid I would not like to offer a definite opinion about that. 
But I think it would be extremely unpopular, 

Q. —You have restrictions imposed in the case of ganja } opium, etc? 

A. —It might be done in that way. 

Q •—Another suggestion is that you should levy an acreage duty on the 
tobacco and all the tobacco should be taken to a warehouse. The acreage duty 
will be refunded when it is deposited in the warehouse. Then you take your 
excise duty on issue from bond. 

A. —I am afraid I would not like to offer any opinion. I have not studied 
the question. 

Q. —Would you like to bake tho excising of that in your department? 

A. —Yes. Of anything. 

Dr. Paranjpye. Q .—But not when it is an acreage duty? 

A. —No. 

Dr. Hyder. Q. —Would you tax Indian patent medicines ? 

A .—I tliink it is very easy to tax them. I visited a factory the other 
day at Muttra the proprietor of which is a very enterprising man. He manu¬ 
factures quite a number of medicines that he sends all over India. I went to 
see the factory because he wanted rectified spirit in connection with the manu¬ 
facture of his medicines. 

Q •—I do not think you would charge on a prescription. 

A. —Indigenous patent medicines such as malaria and cholera specifics have 
got their own labels and they are sold in hundreds of thousands of bottles. 
There will be no difficulty in taxing them. 

Q •—Supposing the prescription is given out and could be prepared by any 
one and there was one who manufactured the same in bulk, will it come under 
patent medicines ? 

A. —If a man sells something under a specific name for a specific purpose 
that is a patent medicine. 

Q .—There are prescriptions in Sanskrit books and if one manufactures medi¬ 
cines on those lines will you charge? 

A. —It will be difficult to differentiate. But if you have got a factory such 
as the well-known one at St. Helens, Lancashire in which a patent pill is made 
to sell all over the world, it is but right that the pill should pay a small tax. 
The pills used to cost a shilling and the stamp was 1 making' total sale 
price l/l£d. 

Sir Percy Thompson. Q. —Will you insist on the duty even in the case of 
common medicines? 

A. —They must publish the formula if they want to escape the liability. Of 
course they never do that. 

Dr. Hyder. Q. —In India there is a very large trade in such medicines. 

A. —Yes. The factory at Muttra I have referred to makes hundreds of 
thousands of bottles annually. 

Q. —There is another one at Lahore. 

Dr. Paranjpye . Q. —Will you include Little’s Oriental Balm for instance? 
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A.—Yes. There is another medicine I know called Royal Yakuti advertised 
:tfor Raj as . and rich men only. Ten rupees is charged for a bottle of pills. 

The President. Q .—You would apply the same principles as in England. 

A .—I do not think I would draw any line at ail. 

Q .—Would you draw any distinction between medicine prepared from a 
prescription and a British Pharmacopseic preparation? 

*4.—The issuing of a prescription is quite a different thing. You should have 
a regulation showing what constitutes a patent medicine. The label and cover¬ 
ing in which the medicine is enclosed should be taken into considera¬ 
tion when deciding liability to stamp. 

Q .—Does not the patent lie in the secrecy of the formula? 

A.— Yes. 

Q .—Have you had any considerable number of cases of exemption of spirit 
for use in medicines? 

A. —Yes. The great difficulty is that one province imposes one rate of duty 
and another, another. There is no uniformity. Bengal imposes Rs. 5 per L. P. 
gallon. We charge Rs. 14-10-0 per imperial gallon. The spirit does not really 
enter into the composition of the medicine at all. It is used as a solvent to 
dissolve the tinctures, etc. Tincture of opium has a very thick consistency and 
it won’t dissolve in anything except very strong alcohol. We issue spirits 
free of duty to ordnance factories; also to colleges for preserving specimens 
and laboratory work. 

Dr. Paranjpye. Q .—I)o you issue it free to colleges? 

A.—Yes. 

Q. —If duty were levied it would induce the college authorities to be 
economical and stringent. 

The President. —That is the idea. 

Sir Percy Thompson. Q .—I am suggesting that the issue of spirit free of 
duty promotes the cause of education. 

A .—We do not issue very much in that way. As regards industrial con¬ 
cerns it is a different matter. One firm applied for a thousand gallons annually 
for making transparent soap. 

Q .—Is methylated spirit drunk? 

A. —T have had no complaints. People who will drink Indian methylated 
spirits must be hard put to it to find an intoxicant. 

The President. Q. —You think publicists favour prohibition. 

A —I do not think so. T mean moderate opinion is not in favour of it. 

Q .—They do ask for local option. 

A. —I think only men of extreme views would advocate local option. 

Q .—Have you pursued a policy of reduction in this province? 

A. —Yes. We have certainly reduced the number of shops greatly during 
the la^b three years. I am chiefly concerned about the area that the shop is 
serving in some of the districts. 

Q .—What is the area? 

A. —The biggest areas are in Aligarh and Etah districts. 

Q .—In the Punjab you have to go 15 miles to get a drink. 

A. —I won’t put it as high as that here. We recently had a conference and 
I suggested redistribution of shops so that each might serve a moderately sized 
area. 

Sir Percy Thompson. Q .—We were told that the reduction in the number 
of shops is as much responsible for the illicit distillation as the increase in 
duties. 

A .—It is possible but difficult to say definitely. In many districts illicit 
distillation is reported to be trifling, in other the reported number of cases is 
steadily increasing. It depends upon the character and activity of the staff. 
If you have got a specially keen staff more cases naturally come to light. 

Q .—With reference to the administration report for the year 1924 do you 
propose to continue the reduction of shops? 
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A. —We do not suggest further reduction; the number of shops is more or 
iess fixed by local Excise Advisory Committees and Licensing Boards. 

Q .—With reference to the loss of fifty lakhs of rupees, you think it might be 
made good by a capitation tax of two annas. 

A. —Yes. 

Q. —Is it better than the excise duty? 

*4.—If the excise tax is to be abolished, then a capitation tax would touch 
everybody. The excise tax affects only a limited class from whom a very large 
sum is being collected annually at present. 

The President. Q .—You say that the chief danger would be to drive under¬ 
ground a comparatively trifling social evil. 

A. —Yes. 

Q .—Is there a steady increase in the illicit distillation? 

-4.—According to the statistics there is, but such statistics in this country 
depend very much on the keenness and activity of the staff which vary greatly. 
In a place where the police are very keen on prosecutions for drunkenness, for 
example, more offences are reported. Similarly in the case of excise offences 
the number reported greatly depends on the activity of the officers. In areas 
where illicit distillation has been always present the number of cases has in¬ 
creased greatly. 

Q. —Last year instead of a decrease in real consumption there was increase in 
the illicit distillation. 

A. —Since the time of the movement against drink public attention has been 
focussed on it. That is one natural result of the movement. 

Q .—Have you tried shorter hours ? 

A. —Yes. Cawnpore is an industrial centre. After the mills close there is 
insufficient time for the operatives to get their drink. So people bought it in 
anticipation and sometimes sold it to others. That is one method of evading 
shorter hours. 

Q .—Does your staff control the shops as well as illicit distillation? 

A. —-Yes, but in this province the excise staff is not supposed to be the main 
instrument for excise work. It is an auxiliary agency. The revenue and the 
police staffs are supposed to be the main agency for prevention of illicit distil¬ 
lation. 

Q. —Do you think you can ever enforce such a drastic policy without a special 
staff? 

A. —I am doubtful of it. We could never compete with the illicit distiller 
in the matter of price. 

Q .—Would you mind explaining the new system of licensing shops? 

A. —It is really not our system. Although I suggested something of the kind 
in the year 1912 it is not our system. The report of tfie Excise Committee of 
1905 recommended the abolition of auctions and the substitution of a fixed fee. 

Q. —You did not experiment? 

A .—We did as a result of the experience of Bengal. 

Dr. Paranjpye. Q .—Is the Excise Department keen on following the policy 
of the Legislative Council? 

A. —I think so; we have done our level best to carry out the policy. 

The President. Q .—How exactly do you work out the charges? 

A .—It is an extremely simple method. The wholesale price, the duty and 
retail price are fixed in the case of each article. The total of the wholesale 
price 'plus the duty deducted from the retail price gives a margin which is 
divided between the Government and the vendor according to a scale of fees 
graduated according to sales. 

Q. —What is the maximum share that Government take? 
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A. —In the case of country spirits the average wholesale price is Bs. 123 
and the average rate of duty is Rs. 6 38 per gallon. The average retail selling; 
price is Rs. 12* 14. The average margin is Rs. 4'52 of which the State receives 
Rs. 2*37 in fees and the vendor Its. 2*15 for expenses and profits. During the 
current year the scales of fees have been raised and the State share has conse¬ 
quently increased. 

Q .—On the first 100 gallons you divide the profits in certain proportions. 

A. —Roughly sales of 10 gallons monthly give a man a gross profit or in¬ 
come of Rs. 40. Government takes very little of that. As the sales increase 
the share of the State increases. We had one shop from which we recovered 
Rs. 56,000, the highest single shop fee on record. 

Q. —Is there illicit practice by the vendor? 

A. —I think you cannot devise complete safeguards, against dishonesty what¬ 
ever system you adopt. The merit of the system is that the vendor can make 
a decent profit and if he chooses to sacrifice his living by dishonesty he can 
be ejected immediately. The scales of fees are so calculated as to give him a 
reasonable return on the working capital engaged and for his work. We place 
a premium on his honesty. The auction system by exorbitant and, often, im¬ 
possible bids makes dishonesty inevitable and conduces therefore to corruption 
of the staff. 

Sir Percy Thompson. Q. —When the profit of the retailer is extremely 

small there is very little inducement to sell goods. The premium on his honesty 
is greater than his profit. 

A. —A great many factors come into play there. The auction system as it 
stands induces dishonesty. It is not an honest system. No Government in 

India can say that it- is honest. 

Q. —Why is that? 

A. —Liquor vendors, at any rate those in the United Provinces, are a poor 

and ignorant class. A man used to go into the auction room, primed with 

liquor in a good many cases, and in this state and devoid of the education and 
knowledge to know how much a shop was worth, commenced bidding. His 
shop was, in most cases, his livelihood which he knew he had to be the last 
bidder to secure for another year. The higher the bid the better the presiding 
otffieer was pleased. The aid of all revenue and excise officers was invoked to 
secure competition. Rival was pitted against rival and bogus bidders were 
introduced if necessary. Tn order to make good an excessive bid the vendor 
was forced to push sales and into malpractices such as watering, short measure, 
sales after hours, etc., and it was of course impossible for him to do so without 
oorrupting the inspecting staff. No Government should countenance such a 
system. It is neither honest nor dignified. Of the present system it can at 
any rate be said that it is inherently honest in its intentions and principles. 

Q. —What would you do to abolish this? 

A. —Wc do not put the vendor in the impossible position of not being able to 
conduct his business honestly. Tf he does not do so we can take his business 
away from him. We can also call the staff to account if they permit dishonesty. 

The President. Q. —You cannot expunge the tricks of the tradd by reducing 
the penalty. 

A. —If under the auction system we had enforced penalties strictly the* 
vendor might have pleaded : “y°\i took this exorbitant fee from me and I could 
not make up the loss in any other way except this dishonest way.” I may be 
old fashioned; but I say that no Government can countenance a system which 
induces dishonesty. 

Q -—You do not subscribe to the statement that the auction system was a 
monopoly ? 

^4*—The auction system, if it did not insist on fixed sale strength and hours 
of sale might possibly be the best from a revenue point of view. It would cer¬ 
tainly not oe a temperance measure to reintroduce it. 



Dr. Hyder. Q .—You do not wish to create vested interests. That was the 
■reason why the Excise Committee of 1906 condemned the system of _auetion. 

The President. —The point of the auction system is that It is not going 
to allow vested interests to grow up. 

Dr. Hyder .—That is precisely why they came to this cut-throat competition. 

Sir Percy Thompson. Q. —Would it not be possible to combine the two 
svstems, i.e.j to have an auuion with an upset price? If you find more than 
one person willing to pay that upset price, do it by lot. 

A. —It could be done, but you are coming down to the question of lot again. 

Q. —What seems to me to be the evil of the system is, when a man sells a 
certain quantity he ceases to get the profit. 

d 

A. —That is not the case. We have so devised our scales of fees between 
our biggest and’smallest shops that they leave a man, at any rate, a small profit 
on every gallon he sells and the main object of the system is to discourage the 
pushing of sales which was one of the chief defects of the auction system. 

The President. Q. —Is not that actually happening in transfers of sales from 
the shops wifh large sales to the shops with smaller ones? 

*1.—No, it is the opposite way about. In a few isolated cases small shops 
have taken issues which have been transferred to the larger shops for sale. 

Dr. Paranjpye. Q. —Couldn’t they transfer their spirits from one shop to 
another ? 

A .—We have that in one or two cases. If you could devise a system that 
is proof against all fraud, it would be a good thing. We are going to introduce 
the sale of liquor in sealed bottles in towns. 

Dr. Hyder. Q. —For consumption—on or off the premises? 

A. —Off the premises; this is going to be introduced within the next four 
or five months. 

The President. Q. —In the Excise Administration Report for the year ending 
31st March 1924, the following passage occurs : “Smuggling from areas where 
the scale of license fees is low to areas where the scale is high is known to 
take place; and those vendors who do not stoop to malpractices are careful 
that they do not take more spirit than they can issue in a month. In some cases 
they have been found co-operating to eke out each other’s stock.” 

i.-^Wfl had two cases like that. 

Q. —It is further stated “these and the other devices alluded to are largely 
responsible for the decreased yield per gallon of license fees as compared with 
the auction system.” 

A. —I do not think it is quite right to say that. We cannot get the same 
amount of fees under any system. Our fees are derived at present from 700,000 
gallons as against a million formerly. We cannot possibly by any system get 
the same revenue as you would from the million. 

Q. —But these practic s do take place? 

A. —In a few isolated cases. 

Q .—Again on page 26, the report says “it is quite clear that aAy applicant 
-of any class for a shop is out for profit, and it cannot be said that the dis¬ 
placement of a licensee merely because he is inferior in birth or social standing 
to some other applicant is justifiable on any ground, moral or otherwise.” You 
consider that any man who goes into the liquor trade is out for profit? 

A. —I Have been for c*l years connected with the trade now and I had come 
to that sad conclusion many years ago. 

Q. —Your reply to question No. 68. You suggesj that supplementary duties 
should be imposed by the Customs and allocated to provinces. Would not that 
lead to great complications between provinces? 

2 c 
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A .—I do not know how you are going to collect them. Suppose you had a. 
firm in Bengal exporting a consignment of spirit from, say, a wholesale vendor 
to a private consumer in this province and their supplementary duties were 
different from those duties here. 

Q. —Is it not undesirable to have any supplementary duties? 

A ,—I was hurried when I drafted my replies, but I thought that it was a 
definite proposal that was contemplated. 

Q .—What is Bombay doing? 

A .—They have a supplementary licensing fee. 

Q. —Don’t they ask you to levy a duty on spirit? 

.1.—Their method is this : when they get a consignment of foreign liquor 
from us, they make the vendor pay the duty in Bombay and pay in addition 
a fee, I think, of about Re. 1-6 0 a gallon which is additional to the duty and 
which is a licensing fee. The Central Provinces are doing the same. 

Q .—They mak$ them transport in bond and pay their rate of duty when they 
get the stuff 

A .—The peculiar thing in Bombay is that they make the man pay his duty 
first and then transport in bond. 

Q. —Don’t you claim something out of Bombay for charges of supervising 
the distillery : 

.4.—Yes, 2 annas a gallon. 

Q .—You are not counting that? 

A .—No. 

Q —You do liot want to impose any further tax over and above the 
Rs. 21-14-0? 

A .—We are trying to ascertain what the Bombay plan is. 

Q. —You are actually getting half a lakh of rupees a year out of the Central 
Provinces on account of these duties. 

A .—We are getting from the Punjab too. A similar situation arose in 
England at -one time and Mr. Gladstone settled it by a very simple system. 
All that he did was to give each wholesale vendor a pass book and the vendor 
made in it his own entries; at the end of a quarter the Excise officials inspect 
the book and find out the quantities exported. It was a dispute over the 
distribution of taxation between Ireland and Great Britain. 

Sir Percy Thompson, Q .—It was purely academic and merely for statistical 
purposes. 

A. —That may be so. 

Q. —I think it was over a complaint that Ireland was overtaxed. 

A .—Yes. 

Q -—This , expedient adopted with regard to liquor has nothing to do with 
the incidence of taxation. 

A. —I have tried to persuade the various provinces to adopt a simple system 
like that, but the only difficulty about it is that you cannot get any uniformity 
of procedure. 

The President. Q.— How are you going to fix a limit for private possession? 

A. —I suggest we should take 2 gallons as the limit and allow it to be 
free. 

Q. —You would limit it to 2 gallons and charge everybody who had more? 
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A. —Private possession would not be a very serious item. I think provinces 
could afford to disregard Bombay had a regulation at one time that if you 
went to Bombay in possession of more than a certain quantity of liquor you 
were liable to be prosecuted. That was broken every day, because the refresh¬ 
ment car passing from Calcutta to Bombay was carrying a larger quantity. 

Q ■—What would bou say to handing over the whole of the duty on every 
thing that pays a duty at the tariff rate to the Imperial Government and get 
rid of this dispute between provinces? 

A .—That would help. 

—You sav that the tree-tax is in force in two tahsils of Gorakhpur dis¬ 
trict and that it has been fairly successful. 

A.— Yes. 

<2-—You are not going to extend it? 

A •—Yes, if I could get the staff. 

Q -—So far as it goes, you are satisfied with it? 

A .—I am satisfied that the profits on the tapping of trees in the province 
are going, not into the hands of the people who are actually doing it, but into 
the hands of the money-lenders. 

Q .—One of the difficulties is that the castes engaged in the trade are a poor 
class. 

A.-- Yes. 

Q .-—In the Central Provinces they found that an enhancement of the price 
of spirit has led to the spirit vendors going into the toddy business. 

A .—We have had the same experience. For instance in Cawnpore, we have- 
just had a lot of Bombay people come up to take shops and they have introduced 
a new method of tapping. 

Q. —Is not the consumption of tari increasing? 

A .—Very much. 

Dr. Ilyder. Q .—What are your hours for sale of tari ? 

A. —The same hours as for other articles, except in tari districts where you 
get fresh juice in which case w r e allow the sale from sunrise. 

The President. Q .—It is stated in the report that “the Assistant Excise 
Commissioner, Lucknow, points out that the average alcoholic strength of tari 
is only 6 *50.” 

A. —I do not think it is quite right. 

Q. —I think more bhantj grows in the United Provinces than in the rest of 
India put together. 

A. —Yes. 

Q. —Is it cultivated? 

A. —We have no cultivation. We had it in one tahsil in the Farrukhabad 
district and we abolished it this year. 

Q. —Where does all this wild stuff go to? 

A. —It is collected and supplied to all districts of the province and exported 
as well. 

Q .—It is gathered about now. 

A .—About the beginning of the hot weather it is cut down, the leaves are 
taken off and packed. 

Q .—Have you had any tests made as to its strength? 
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A. —Some years ago 1^‘BUggestecr to Government that we should test it» 
strength so that we could arrive at some sort of basis. It is reckoned as a 
very mild intoxicant and that is perhaps the reason why it is used so much. 

<?.—You have no analysis to go upon? 

A. —I suggested that Government should make experiments. 

Q ■—You have a good deal of trouble on account of retention of crude opium 
by cultivators for family consumption. Couldn’t you do away with that? 

A .—We work in collaboration with the preventive force of the Opium De¬ 
partment. It is very difficult to do away w^th it. 

Q. —The poppy is cultivated in 29 districts? 

A .—Yes. I would have opium, if possible, put up at the Opium Factory in 
sealed packets ready for sale through the vendors to the public. 

Q. —What would be the nature of the packets? 

A. —Something in the nature of an ordinary packet of caramel. 

Q .—Would you compel your vendors to make them here? 

A .—We do not compel them but I want the factory to do it. 

Q. —Unless you keep # the stuff in air-tight vessels, it is spoiled? 

A. —I do not think so. 

Q .—They would do well to issue it in sealed bottles in the form of pills?. 
A. —I have no objection to that being done. 

Q. —Would the system prevent smuggling? 

A. —My ideal would be liquor in sealed bottles, opium in packets under Gov¬ 
ernment seal and a hemp drug monopoly, with packets also put up for sale and 
no excise staff at all except on preventive duties. 

Q .—Where would you have your hemp drug monopoly? 

A. — At Ghazipur. 

Q .—You would have a monopoly, but when it comes to employing salaried 
vendors, I see that you object to it. 

A .—Our system is at present equivalent to a system of salaried vendors 
with none of its drawbacks. I would . not like to make any extension of what 
is termed “subordinate servants of .Government.” I am against low paid 
appointments under Government. 

Q. —Need they be low-paid? 

A. —They would be in this province, because there are very few large shops. 

Q .—Is it safe to keep a low-paid excise staff? 

A. —I do not think so. 

Q .—You would recommend an annual Conference of Excise Ministers? 

A. —Yes; the difficulty under the present system is that one province has a 
different policy from another. 

Dr. Hyder. Q. —Were the recommendations of the Committee of 1921-22, 
of which you were a member, carried out? 

A. —Yes, they were carried out in the following year. 

Th*> Hon'ble Sardar Jogendra Singh . Q .—You remark that deflation has 
in a way afiecU j. tiie purchasing power of the people. 

A. —Deflation took place when there was a very great rise in the price of 
foodstuffs in August 1920 or 1921. 

Dr. Hyder. Q .—Do you think that if the drug habit were put down, it 
would cause trouble among the religious ascetics? 

A .—I do not think so. It is a thing of sentiment. I think there would be 
very considerable objection to it, but I do not know if there would be trouble. 
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Mr. A. A. WAUGH, I.C.S., Assistant Commissioner of Excise, 
United Provinces, was next examined and gave oral evidence 
as follows:—^ 

The President . Q. —You were acting as Excise Commissioner for the United 
Provinces ? 

A .— Yes. 

Q .—For how long? 

A .—For six months, from April to September 1924. 

Q .—You have had experience as a District Officer? 

A. —I was a District Officer for three years before that. 

Q .—In your Excise Administration Report for the year ending 31st March 
1924, you state that “it is hardly surprising that the agriculturist is not pre¬ 
pared to walk ten miles to the shop of some rural monopolist, and back again, 
to obtain an article which he regards as prohibitive in price”. 

A. —That is, in some districts, there are shops serving areas of even so 
much as 100 sq. miles. 

Q .—Do you find that reduction in the number of shops has gone too far 
or, at any rate, as far as it ought to go? 

A.—I think it has gone too far. 

Q .—What do you mean by “rural monopolist”? Is it your opinion that 
each shop does represent a monopoly ? 

A .—In the rural areas excise shops are now so few that the vendors are in 
the position of monopolists. 

Q .—There is no sort of competition between any shops? 

A .—No, not now. 

Q .—Can you ensure that the rural vendor sells at fixed prices? 

A .—I do not think so; his shop can only be visited at infrequent intervals. 

Q .—How often? 

A .—The travelling allowance of the Excise staff has now been cut down 
very much. Some shops are inspected once a month, some twice a month, and 
some once in two months. 

Q. —How many Inspectors are there? 

A .—There are about two preventive Inspectors for each district. 

Q .—What is the nature of the duties of an Inspector ? Does he test the 
strength of the liquor? 

A .—Yes. He is also supposed to make local enquiries from village head¬ 
men, from zamindars, and from village people generally. 

Q. —Do you find that the feeling in the countryside is on your side or on the 
side of the illicit producer ? 

A .—The whole countryside is against the Excise Department and in favour 
of the illicit producer. 

Dr. Hyder. Q .—Does the peasant in the United Provinces drink or only 
the low class people, for instance, the Kanjars ? 

A .—So many of our cultivators are low caste people. 

The President. Q. —You consider that the policy is proceeding too rapidly 
in advance of slowly-changing social habits? There is a tendency towards tem¬ 
perance, but you cannot force it. 

A .—Yes. Attempts to enforce compulsory temperance arouse hostility. 

Q .—Vendors are selected by lot from amongst a number of applicants. 
When was this process introduced? 

A .—In 1923, after the recommendations of the United Provinces Excise 
Committee of 1921. It is one of the conditions of the surcharge system of 
license fees. 

Q. —But previously they were actually allowed to be selected by the licens¬ 
ing board without the drawing of lots? 
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A. —Yes, in 1922, in certain municipal areas. The Collectors used to make 
selections for rural areas, but since October 1923, all selections of new licensees 
by Collectors or licensing boards have to be made by drawing lots, under the 
graduated surcharge fee system. 

Q. —In the 1923 Report, I find that an appeal was made on a' proposal by a 
licensing board to discharge four respectable licensees, against whom there was 
no specific complaint, and to appoint near relations of two of the members of 
the board in their place. 

A. —Very likely. 

Q. —The system of selection by lot was introduced to do away with that 
kind of thing? 

A. —It was to do away with that. Selection by lot was introduced in Octo¬ 
ber 1923 as a result of experience in 1922. 

C-—That was really to some extent a confession of inability to find dis¬ 
interested people by a process of selection without lot? 

A. —I am afraid it was. 

Q .—You say that among the defects incidental to the new system you find 
that some vendors, in order to avoid payment of license fees on increased 
issues at a higher incidence, adulterate liquor, or “profiteer” on such issues as 
they take, or habitually keep insufficient stock. 

A. —Yes. The last two things are connected together. 

Sir Percy Thompson. Q .—How does keeping insufficient stock help a vendor 
to make more profit? 

A. —Suppose you are the liquor vendor of a rural shop, and that you took 
10 gallons of liquor from the bonded warehuse for sale during the month, and 
that you are bound by license to sell only at the price of Re. 1-8 a bottle. 
Suppose, also, that the average consumption, or the consumption in any parti¬ 
cular month, in your area is not 10 but 15 gallons. If you go back to the 
warehouse for 5 more gallons of liquor, you incur the fatigue of walking, or the 
expense of a railway journey, and you pay license fees at an increased incidence 
per gallon on the total stock taken by you during the month from the ware¬ 
house, besides possible extra douceurs to the staff and contractor's agent at the 
warehouse. Rather than do this, you say to your customers “I have brought 10 

gallons only this month, and will get no more, my price is so much a bottle”. 

Of course, if an Excise Inspector happens to come round, you can charge only 
the legal fixed price while he is about. 

Q. —Do you mean the vendor sells to another liquor shop or to customers at 
an illegal rate? 

A. —To his customers. There are very few shops and the next nearest shop 
may be 10 or 20 miles away. If the supposed vendor has 10 gallons, and the 

rate fixed by Government is Rs. 1-8 a bottle, he would sell it at Rs. 2-8 a 

bottle, and if the customer resents the illegal price he may have to walk 20 
miles to the next shop. 

q —What has the vendor to pay in the shape of license fees? 

A. —The license fee is assessed on a graduated scale. If you take 4 gallons, 
let us say that you have to pay a license fee of Rs. 4, if you take 10 gallons, 
you would pay a license fee of Rs. 20, and if you take ’SO gallons, you would 
pay Rs. 60. The rate of incidence per gallon goes on increasing with increases 
in the quantity taken for sale. 

The President. Q .—You say that there is danger also that the village illicit 
distiller, who was the avowed enemy of the vendor under the old system, may 
become his ally under the new system. Have you found any actual cases of 
that ? 

A .—I haven't. I have only heard about it. If you put two and two toge¬ 
ther, you find that it is very likely to happen. 

Q. —Then you say that the auction system yielded to Government what 
was by no means an unduly low share of the inoome from sales in days before 
the article was sold at a price so much above its intrinsic value. I do not 
quite follow this. It has been suggested that the auction system is a dis¬ 
honest system, because it forces the vendor to resort to illicit practices and 
adulteration. Personally, I am not, convinced that the system is dishonest. 
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A.—In spite of the change from the auction system to the graduated sur¬ 
charge system of license fees, vendors go on committing malpractices and of 
the profits which they get thereby, the Government gets no share. Formerly, 
in bidding license lees for a shop, a bidder allowed for the profits accruing 
from dilution of liquor. 

Q .—Formerly you could cancel his licenses and so on to control the vendor? 

A.— Yes. 

Q.—You say cases of illicit distillation were formerly more readily brought 
to light; and you mention about jagirs. What are these? 

A. —There are some jagirdars in the Jalaun district, who are Mutiny 
grantees. They get revenue from license fees (but not from duties) on country 
liquor sold within their boundaries. The jagirdars themselves auction their 
shops. They are entitled to license fees from the sale of country spirit in 
their territory. 

Q. —You cannot impose the graduated surcharge system on them? 

A.— No. 

Q .—The tendency is to give up the consumption of the countryside to them? 

A. —Consumption is very much higher in these places than in the neigh¬ 
bouring villages. As pointed out by the Divisional Commissioner, the consump¬ 
tion in the jagirs in 1923*24 averaged about 2 50 L. P. gallons per head per 
annum, while in the adjoining British districts the average was only 0*81 
L. P. gallon per head per annum. 

<2-—You say that the slight decline in incidence per gallon of duty revenue 
indicates greater issues to low duty areas and lesser issues to high duty areas. 
The tendency is to stop sales as soon as you begin to incur these heavy license 
fees. 

A.—There is such a tendency in rural areas, but not in towns. There :s 
also a good deal of illegal transit of liquor from the rural areas to the town 
(high duty) areas. The rural vendors pay much less in duty and fees per 
gallon as compared with the city vendors, and there are sometimes intimate 
relations between city and rural vendors. There is one* scale of license fees for 
the rural area, and another higher scale for the city area, the latter being very 
much higher than the former; and there is a difference in duty as well. The 
effect is to encourage smuggling from a rural shop to a city shop. 

Q .—How does it work? 

A. —It is very easy. The rural vendor takes, say, 50 gallons more than his 
normal requirements from the warehouse. He smuggles it to the city vendor 
by arrangement, and gets his friend out of the painful necessity of paying 
higher duty and higher license fees. In city shops where there is large con¬ 
sumption, it is rather difficult to trace this traffic. Still, we take steps, and 
in Lucknow we have stopped a good deal of this smuggling from low duty to 
high duty areas. 

Q .—You again say, “there is hardly any district where illicit supplies are 
not supplementing lawful consumptioh”. Have you any idea what the pro¬ 
portions are? We have been told in the Punjab that more than half the 
consumption is of illicit liquor. Have you come to that point here? 

A.—It is riot possible to estimate the extent of illicit consumption in detail. 

I can give you a rough estimate if you like. I would estimate the number of 
drinkers in these provinces at 600,000, which I consider to be a very moderate 
proportion of a total population of 47,000,000. If 600,000 people are considered 
to purchase each only one bottle of liquor per annum, the total annual consump¬ 
tion would be about 1,225,000 bulk gallons. But, last year, our actual licit 
consumption was 682,000 bulk gallons or slightly more than half the estimate. 
Our consumption for the year 1920-21 was 1,590,000 bulk gallons. 

(?*—You don’t think the social movement has sufficiently developed in this 
province to cause a real decline in the consumption? 

A.—Not nearly to the extent that the fall in licit consumption would in¬ 
dicate. 

Q .—You sav “ one Assistant Commissioner estimates that, for every case 
of illicit distillation detected, nine go undetected”? 

A.—Yes, that is an estimate given by one Assistant Commissioner and I 
"think the estimate is a safe one. 
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Q .—We heard it said in the Central Provinces that the ratio is 1 to 50? 

A .—It may be so in the Central Provinces. 

Q .—I notice again that of 658 villages under special enquiry, distillation waa 
believed to be practised in 456 or 69'3 per cent. 

A .—The figures given above are higher than would be found in other areas 
of the Provinces. The officer was touring in a particularly bad area. 

Q. —-You say again that overcrowding and inconvenience to vendors, con¬ 
sumers, and the non-consuming public alike in the remaining shops are 
said to be the most notable results of reduction in the number of shops? 

A. —This is so. It is due to there being too few shops everywhere. Some 
large country spirit shops have been abolished by licensing authorities, and this 
is the result of such a policy. It is particularly the case in towns where 
licensing boards have left the vend of country spirit in the hands of one 
or two licensees only/ 

Q. —You say that further restrictions on the hours of sale resulted in three 
cases "of assault on vendors for refusing to sell after closing hours ? 

. 1.—Yes. 

Q .—You say the wholesale price of ganja is Rs. 245 per maund? 

A .—Yes, but only in the last two years; I believe it is being reduced this 
year. 

Q .—Ts there any preference, in the opinion of the consumer, as between charas 
and ganjal 

A .—It is very difficult to make any distinction between the two so far as 
the noxious effects go. I think chaw >■ acts more speedily. There may be some 
difference in the flavour. I should think that most hemp drug consumers prefer 
to smoke the stronger drug. 

Q. —Do you also like Mr. Gibb advocate a Government monopoly of hemp 
drugs supply ? 

A. —I think it would be a very good thing. 

Q .—You say that ihe system of official retail vend of opium has been 
abolished. What is this system? 

A .—Formerly the Treasurer’s agents at tahsils were allowed to sell a certain 
amount of opium at special rates direct to the public. That was supposed to 
be a concession given to the agents for the trouble of keeping the accounts, etc. 
But eventually it led to a tremendous lot of smuggling. 

Q. —Who were these people? 

A. —The District Treasurer’s agents. The United Provinces Government 
used to (and still does) employ reliable private bankers to keep the accounts, 
etc., in the District Treasury, and they were give this concession as a *ort» 
of subsidy for their clerks working there and keeping the accounts of opium 
received into and issued from the Treasury. 

Q. —Then it was not really official vend? 

A.— No. 

Q .—You say the smuggling of cocaine is increasing very largely? 

A. —Yes. There have been very large seizures recently. 

Q. —Do you attribute the expansion of the cocaine habit to the increased 
restrictions on alcoholic liquors? 

A. —I do not think so. What I do think is that if you restrict liquor any 
further, people will turn to the use of hemp drugs. They are more noxious 
than liquor, yet I am afraid it is chiefly liquor which is objected to by tem¬ 
perance enthusiasts. 

Q .—You §ay that prosecutions under the Police Act for drunkenness have 
increased from 642 to 732. You say the slight increase in cases this year is 
furnished largely by Allahabad Municipality. You draw the conclusion that 
it is due to the activity of the police being spasmodic. 

A .—Yes, their energy against drunkenness is somewhat erratic. 

Q. —You say “it is quite clear that any applicant of any class for a shop* 
is out for profit,” you don’t believe there are disinterested vendors? 

A .—I have never seen one. 
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Mr. E. A. H. BLUNT, C.I.E., O.B.E,, I.O.S., Financial Secret¬ 
ary to the Government of the United Provinces, was next; 
examined. 


Written memorandum of Mr. Blunt. 

Q. 1 . —When I was Provincial Director of Civil Supplies in the year 1918-19 
I had occasion to use the provincial crop statistics for ttie purpose of framing 
an estimate of the food supplies available at the time in the province. In doing 
so I was able to test the value of these statistics from a practical point of 
view and can offer some information that may be of use to the Committee on 
this subject. 

As is pointed out in Annexure A, three factors go to make up the 
estimates— 

(1) The estimate of areas sown. 

(2) The estimate of normal crop. 

(3) The estimate of the crop for the year in terms of the normal crop. 

(1) The “ estimate ” of areas sown, being based on accurate district returns* 

which are compiled from the village papers, ought itself to be not an estimate 
but a return. That is not however so; and the fact is due to the cultivator’s 
habit of mixing different crops in the same field. In the district return, or 
jins war, the areas of mixed crops are shown separately. But in drawing up 
the provincial crop report, the mixed crop areas are adjusted according to 
certain arbitrary proportions which were fixed by Mr. Moreland when Director 
of Land Records and Agriculture some twenty years ago; for instance the 
proportion in the case of wheat and barley is half and half, so that an acre 

under a mixed crop of wheat and barley is shown in the crop report as half 

an acre of wheat and half an acre of barley. The result of this practice is 
to turn an accurate record into a mere estimate. Moreover, I doubt whether 
these arbitrary proportions are as valid now as they were twenty years ago.* 
ilad circumstances been normal throughout the period, there might have been 
no particular reason to doubt them, for agricultural custom in such matters 
does not easily change. But the war had its effect on agricultural custom. 

During the years 1917-19 there were heavy exports of food-grains for the use 

of the field armies. The supplies of some grains, notably gram and peas, which 
were normally produced within the province in sufficient quantities for internal 
use, ran so short that large imports from other provinces were necessary; whilst 
in the case of one grain, bajra, which though produced in the province is generally 
exported for consumption in Bombay, the shortage was so serious that at one 
time it seemed doubtful whether the crop then on the ground would do more 
than supply sufficient seed for a subsequent crop. And gram, peas and bajra 
are all crops which usually form part of mixtures. It seems to me very probable 
that, in an endeavour to return to the normal, the proportion of these three 
crops in the mixtures has increased; and, if so, Mr. Moreland’s arbitrary adjust¬ 
ments would now be invalid, and the crop area reports of the present time, 
consequently, more inaccurate than their predecessors. 

(2) Estimate of normal crop. —This is based on a series of crop-cutting experi¬ 
ments. There are various other factors which tend to vitiate the statistics 
besides those mentioned in Annexure A, paragraph 5. I produce a copy of the 
statement in which crop experiments are reported. That statement gives a good 
deal of the information necessary to enable the statistical officers to put the 
right value on his figures; but there is one important omission, namely, the 
caste of the cultivator. It is well known that high class cultivators as a 
general rule obtain a far smaller yield from a particular field than a low caste- 
cultivator would from the same field. If, therefore, the field selected for the 
experiment chances to belong to a bigh caste tenant the yield will be relatively 
below average; if it belongs to a low caste tenant, especially one of the proper 
cultivating castes such as the Kurmi, KaehHi or the Murao, it will be relatively 
above the average. 

(3) The estimate of the crop for the year in terms of the normal crop is* 
invariably too low. The reason is correctly stated in the quotation from the- 



410 


report of the Sugar Committee of 1920, namely, the pessimism of the cultivator 
and the village official. This pessimism, as any settlement officer knows, is very 
marked. No cultivator will ever accept praise of his crops without qualifying 
it with a “but.” 

With regard to the general question, I can record a firm conviction that the 
statistics of crop outturn are invariably too low. Indeed, when I was using 
them as a basis for my estimate of the food supplies of the province, I was 
actually advised by the Director of Land Records and Agriculture to make a 
lump addition of 10 per cent to my figures to cover this errors in the statistics. 
And the general results of the Civil Supplies operations showed that even that 
margin was insufficient. The certificated exports during this period were quite 
large enough to have produced a rise in prices had the food supplies been 

really at or near the figure that my estimates indicated : yet I was able, if not 

to reduce the existing level of prices, at all events to prevent it from rising any 
further. The absence of any such rise can therefore only be attributed to the 
fact that the estimates on which I worked were low; and if they were, then 

the ultimate and the principal cause was the fact that the crop outturn figures 

which were the basis of my estimate were also too low. 

Q. 01 .—The position in the United Provinces is complicated and intensely 
interesting. Educated public opinion has always been strongly in favour of total 
abstinence, especially from liquor. But in the past the attitude of both the 
Hindu and Moslem communities has generally been tolerant, and though there 
has been much academic advocacy of temperance, there has never been anything 
in the nature of a crusade until 1921. In that year the non-co-operative party 
commenced a vigorous campaign against drink. Circumstances were greatly in 
their favour; prices were high, trade was slack, excise duties had just been 
increased, and the consuming classes were perforce compelled to restrict their 
expenditure on luxuries. The drinker, subjected both to economic and political 
pressure, made a virtue of his double necessity, and consumption declined greatly. 
But, as subsequent events proved, there was also a third force at work. There 
are many castes in the province which rank low in Hindu society, but, as 
they become materially prosperous, desire to rise in the social scale. Such a 
caste usually attempts to achieve promotion by establishing a claim to be an 
offshoot of some high caste—Brahman, Kshattriya, or Vaishya,—and, in the 
process, abandons such of its habits as are obnoxious to orthodox Hinduism—- 
notably, the re-marriage of widows, and the use of liquor and unclean food 
(such as pork). It cannot, of course, be supposed that the number of aspirant 
castes at this particular-time was unusually large: but there is no doubt that 
many caste councils seized their opportunity to make the desired change—and 
kept to it. The economic and political factors were quite sufficient to produce 
a temporary reduction of consumption, but they did not last long enough to 
account for the further fall that took place in two subsequent years and is not 
arrested, in the case of liquor, even yet; and the 'permanence of this reduction 
can only be put down to the social factor. Doubtless the castes in question, 
havipg acquired some measure of social prestige by their self-denial, decided 
not to forfeit it by a return to their former habits. At all events, there is 
now no doubt that a considerable part of the reduction in consumption is entirely 
genuine and has come to stay. The rest of the reduction is merely apparent, 
and points to the substitution of illicit for licit liquor. 

The consuming classes, therefore, are already on the road to total abstin¬ 
ence, and the question is whether the temperance reformer will allow them to 
travel that road at their own pace, or endeavour to hurry progress by some 
measure of prohibition. Personally, I do not believe it. There are certain facts 
which cannot be hid. 

(a) The province is the most sober in India. 

(fc) The existing policy of Government, with its system of licensing boards, 
has already done much to reduce consumption, and is likely to do 
more. These licensing boards have actually greater power to abolish 
licenses than is possessed by any licensing authority in Great Britain, 
or any similar authority with a mandate for limitation under any 
Local Option Act in the British Empire. 

(c) Prohibition is ruinously expensive. 

(<f) The. only real abstinence is voluntary abstinence. 
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Tho advocates of temperance, to whatever party they may belong, realise 
these facts : and though they may use all the prohibitionist clicMs in a public 
arena, when it comes to practical administration they will confine themselves 
to urging a further extension and tightening of the present Government policy, 
and to measures of educative propaganda. They will, in short, urge Government 
to make total abstinence the goal of their policy, but they will not invite them 
to reach it by way of total prohibition. Some of them, it is true, have a 
hankering after local option; thougn they recognise the difficulty of devising 
a suitable measure, and know that it has never succeeded where it has been 
tried, they consider that India is a peculiarly suitable country for a further 
experiment. Public opinion, however, is by no means unanimous in its advocacy 
of local option, and probably for every supporter an opponent could be found, 
even amongst temperance reformers. I do not believe, therefore, that the 
introduction df total prohibition is likely either now or in the near future, 
though local option is a possibility. (Jt will be interesting to observe the 
results of the Punjab Local Option Act of 1923. At present I believe that a 
dozen local bodies have received powers under that Act, but so far have not 
taken final action.) 

, Q. 62 .—In the United States between 1917 and 1923 the number of excise 
officials has risen from 5,023 to 21,275, and the expenditure on administration 
has increased almost six-fold. In this province, on the same basis, the increase 
in expenditure would be 30 lakhs, with a loss of revenue of 77 lakhs. As will 
appear from the last paragraph of my note on the taxation system, such a 
sum would strain the available reserve resources of the province to the utmost. 

(a) Dr. Mathai’s proposals are a super-tax on land revenue and a provincial 
surcharge on income-tax. Both these taxes .would fall on the classes that 
abstain from liquor in any shape or form, and which, through their representa¬ 
tives, would have been instrumental in passing the pre-supposed measure of 
prohibition. As examples of poetical justice therefore the proposed taxes Mould 
be admirable. But they seem to me to possess no other advantages. On the 
generally accepted theory that Government is the sole owner of all land, land 
revenue is rent : how can there be a super-tax on a rent charge? And on any 
other theory, the practical difficulty arises—that no Council in this province 
will ever consent to increase the burden of the rural population and least of all 
•of the landholders. As for the provincial surcharge on income-tax twenty 
centimes addition els may be possible in France; but I do not think that the 
Oovernment of India are in the least likely to permit any province to trespass 

on the central sphere of taxation to that extent, especially if their object is 

merely to finance a measure so bad, both financially and administratively, as 
total prohibition. 

(&) The great merit of the Bombay Excise Committee’s report is that it 
faces the disagreeable fact that local option (or total prohibition) means loss 
of revenue, and consequently either reduction of expenditure or increase of 
taxation. The suggested taxes, however, may be suitable for Bombay, but 

^fchey do not suit an up-country province. A terminal tax is imposed as a local 
tax already whilst we have no local fund cess : our only “ local cess M is the 
stand-by of the District Boards. I am not very clear what is meant by a transit 
tax but from its name, I fancy that an attempt to impose it would awake 

the ire of the Financial Railway Commissioner. The province has no stock 
exchange, and consequently no “ futures.” From the succession duty, if imposed 
in the United Provinces, I should expect to get at most 35 lakhs; from the 
totalizator duty, half a lakh; and from a tobacco tax five lakhs, making 40i 
lakhs in all—not half the amount that would be lost by total prohibition. 

I venture to remind the Committee that when in the Bombay Council, a 
member moved a resolution recommending Government to introduce tho local 
option proposals of their Excise Committee, he did not also recommend Govern¬ 
ment to adopt their taxation proposals. But the taxation proposals had their 
effect. They served to bring soaring aspiration down to the level of sordid 
reality, and an amendment was moved to the resolution, which consisted of a 
vague recommendation in favour of the introduction of total prohibition after 
twenty years—with the implied corollary that fresh taxation be postponed for the 
same period. This amendment was carried,—and the fact is significant. 

Q. 6S .—I do not think that I need discuss these quotations. The first and 
fourth, taken together, make a very fair statement of the present excise policy 
of the United Provinces Government. The third needs to be corrected by the 
sixth : the phrase “ large consumption ” really begs the question. Nobody will 
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deny that the drunkard's tenth pint should be taxed because it is ** detrimental 
to personal health, morals or public order; 1 ' but it is not so clear that the 
drunkard’s first j)int, or the abstemious man’s solitary half pint, fs also detri- 
mental, or that it should be taxed. The selection of the sixth quotation is 
interesting because, as a matter of fact, the statement which is alleged to be 
as a rule historically inaccurate, is historically true of British excise adminis¬ 
tration in India. When Lord Cornwallis in 1795 issued a regulation enjoining 
that all distillers and vendors of liquors should in future be licensed by 
Collectors—the regulation which is the starting point of the excise administration 
in British India—he gave as his reason “ the immoderate use of liquor and 
the (consequent) great increase in crimes ” which he found prevalent 
everywhere. In British India, therefore, it is literally true that alcohol was 
first taxed because it was “ found to be at the root of very grave social evil.” 
(I should, add that I am quoting from memory, but I had recently to deal 
with a case that went back to this regulation, and I think my memory is 

accurate. I will endeavour to supply the Committee with exact veference and 
quotation when they arrive in Lucknow.) 

Q. G(i .—The answer is in the affirmative. The following quotation from a 
note recently written for the Excise Conference that met in December gives 

the facts :— 

** The record number of prosecutions for offences relating to illicit liquor 
was 1,210 in 1922-23; it was followed by 1,200 in 1923-24; in the 
first four months of 1924-25 there have been 452 prosecutions. It is 
naturally impossible to say bow many cases go undetected and un¬ 
reported. In his report for 1923-24 the Excise Commissioner of the 
Central Provinces estimates the ratio as one reported case to fifty 
unreported cases. 

A glimpse of the real situation may be had by considering the state of 

Rae Bareli district, where illicit distillation is rife. There were in 

that district in July 1924, 16 trials for liquor offences resulting in 
sentences amounting to nine and a half years’ rigorous imprisonment, 
besides fines. For cases of actual distillation the swingeing maximum 
penalty of one year’s rigorous imprisonment is being steadily inflicted. 
The writer discussed with the Superintendent of Police the effects of 
this policy. He was emphatic that it was not even checking the 
spread of the offences. A group of consumers waits until it has 
collected enough money to purchase raw materials sufficient for large 
distillation. The group then distils the strongest strength of spirit it 
can, divides and retails the product and awaits the possible consequences 
in a spirit of patient fatalism. The high price of the licit article, its 
reduced strength, and the paucity of shops put the alternative of licit 
consumption out of the question for most consumers. 

Allahabad, another district notorious for this offence, has for the last two* 
and a half years furnished some 60 or 70 prosecutions monthly. Non¬ 
official reports indicate that the excise staff and the police are prosecut¬ 
ing nothing like the true number of cases detected, to say nothing, 
of undetected cases. 

Reference may be made to districts not hitherto notorious for this offence. 
During the last six months cases other than isolated cases have been 
prosecuted in the districts of Dehra Dun'(including one case, in which 
13 stills were found in one village in course of a raid), Saharanpur 
(a similar raid disclosed that a village near Roorkeo was distilling 
on a large scale), Muzaffarnagar, Bijnor, Bareilly, Budaun, Farrukha- 
bad, Etawah, Cawnpore, Mirzapur, Jaunpur, Azamgarh, Benares, 
Ballia, and Gonda. Jn Cawnpore illicit distillation has been detected 
in the heart of the city as well as in the rural areas. The same is 
true of Allahabad, Bareilly and Unao. 

In short, consumers show little tendency to abandon an ancient custom : 
and if they cannot afford to have licit liquor, they must and will have 
illicit liquor.” 

I have only to add, to complete this record, that recently three cases of 
illicit distillation were detected at Allahabad, in the compounds of the Chairman 
of the Improvement Trust, the Director of Public Instruction, and the Excise 
Commissioner. 
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Q . 120 .— (a) A universal income-tax , (6) 4 £az on agricultural income *.— 
^1) These can be considered together, for the principal objection to the universal 
income-tax is connected with its incidence on agricultural incomes. 

(2) On the theory that the State owns all land whatsoever, and the land 
revenue is consequently a x*nt charge, it must necessarily follow that the land¬ 
lord’s “ income ” consists of the rest of the receipts from his land after paying 
his land revenue, and consequently that it is perfectly legitimate to impose an 
income-tax on him in addition to land revenue. In practice, however, 1 should 
regard the imposition of a" tax on agricultural income in addition to land revenue 
■as out of the question in a province where there is temporary settlement. No 
legislature would ever consent to such a measure; and unless the exemption 
limit for income-tax were kept high, or the land revenue rate of assessment 
was very greatly reduced, the burden on many landlords would become intolerable. 
In my opinion a tax on agricultural incomes, whether it forms part of a universal 
income-tax or not, is only possible as an alternative to land revenue, not as 
a supplement to it. On purely theoretical grounds, the change might be 
beneficial : such a tax would obviously be more equally distributed and more 
elastic. But the practical objection, to my mind, would far outweigh the theore¬ 
tical advantages. 

(3) Method of assessment —Assessment of income-tax on agricultural incomes 

if carried out in the same way as the assessment on nomagricultural incomes, 
would be difficult. The exemption limit would keep out many of the poorer 
agriculturists, but even relatively well-to-do cultivators are often illiterate, keep 
no accounts, make a considerable portion of their payments (wages to labourers, 
■dues to village servants and artizans, etc.) in kind instead of in cash, and only 
turn a portion of the wealth derived from land into money. And in practice, it 
would be necessary to devise some rule of thumb for assessment. I can think of 
no method save to fix the income-tax at some proportion of the rent in the 
case of tenants. But rents vary with tenure. The occupancy tenant’s rent is 
generally lower than that of the tenant with a lease or the tenant-at-will; but 
there is obviously no reason why he should pay a lower rate of income-tax. The 
tax, therefore, must be in proportion not to the actual rent, but to what the 
rent ought to be on the holding in question. But even fixation of the tax on 
this basis would not get rid of all inequalities. A high caste cultivator will 
make a smaller income out of the same holding than a low caste cultivator, 
and it would be necessary, further, to have some rule of thumb to govern 

rebates on this account. Assessment of rent according to the value of the 

holding, and high caste rebates are, of course, processes of sett lenient which 
the people thoroughly understand; and it is so much gained that the new 
♦processes will resemble the old. 

(4) Settlement, none the less, creates a serious disturbance in the life of a 
village, which at present occurs once in every thirty years. But assessment of 
rent for income-tax must occur much more frequently, once in every ten years 
at least. This disturbance, therefore, will occur thrice as often as at present. 

(5) Further, it will be necessary to make provision for reduction, remission, 

or suspension of the tax in the case of crop failure. That also is a well-known 
process of the present land revenue system. But this necessity means that 

assessment of the tax itself must take place every year; and the disturbance 
mentioned above will then recur annually. 

In short, the actual method of assessing to income-tax must in my opinion 
closely resemble present settlement processes, but must be repeated so much more 
frequently that the life of the rural population will be kept in a constant state 
of disturbance. And that, from the administrative point of view, is undesirable. 

(6) Agency of assessment and collection .—If, as I believe, the method of 

assessment must preserve many of the most important characteristics of our 

present land revenue system, it follows that it will not be possible to abolish 
entirely our present agency for working that system. We must still keep • 
record of rents and a record of crops, irrigation, etc., sufficient to enable an 
•assessing officer to decide what the rent ought to be. We shall still, therefore, 
want the patwari and his papers. We can of course get rid of revenue courts as 
such, though not of rent courts : but rent gives far more work than revenue, and 
the saving on this account will be small. On the other hand, whereas at present 
it is possible to carry out settlements at a relatively low cost with temporary 
staff, we shall in future want a large number of permanent income-tax officials. 
It\is quite clear that in the matter of expenditure we shall not gain on the 
transaction. 



(7) Productivity of the tax. —I am very doubtful whether an income-tax on 
agricultural incomes would give as large a yield as land revenue. Let us suppose 
that revenue is assessed as low as 40 per cent on rental, and that rent is as low 
as 20 per cent of income,—(if T remember right, Mr. ‘Moreland, one of our 
greatest authorities on such matters, put rent at 20 per cent of gross produce, 
so that to take rent at 20 per cent of income is a low figure),—and that the 
income-tax rate is as high as one anna per rupee. Then on a rental of Rs. 100 
we should get a revenue of Its. 40 : but on the tenants’ total income of Its. 500 
we should only got a tax of Rs. 31£ ami oil the landlord’s income of Its. 100 
we should get Us. 6^, or a total of Rs. 37£. Jt is possible that an income-tax 
might tap sources of income ignored by the settlement officer : but on the other 
hand there must necessarily be an exemption minimum, which would more than 
cancel this advantage. 

(8) In short T hold strongly that a tax on agricultural incomes, compared 
with the present land revenue, would be — 

(а) less convenient to the tax-payer; 

(б) less economical in assessment and collections; 

(c) less productive. 

(c) .4 registration fee on vw.rria<j>$. —(1) This seems to me both a suitable 
and productive source ot revenue; and some experienced Indian officers whom i 
have consulted agree. 

(2) Even amongst the poorest classes, expenditure on marriages is consider¬ 
able; money is saved or burrowed for the purpose, whilst the thrifty take advan¬ 
tage of a gi.od year or succession of years,-when money is plentiful, to arrange 
the marriages of their children. The census figures of 1911 afforded clear proof 
of this fact. A marriage registration fee, therefore, would fall due at a time 
when there was money available to pay for it, and the expenditure of a few 
rupees more or less would make no serious difference. Nor would it be difficult 
to collect. There is never any difficulty in ascertaining that a marriage is about 
to take, or has just taken place : for the rest, it is only necessary to provide 
the. patwari in villages, and some suitable municipal or collectorale official in 
towns, with a counterfoil registration form and let him collect the fee at the 
time of the marriage. The counterfoil would make a check of receipts easy : 
as for a check of the marriages themselves, the first person met could give the 
inspecting officer accurate information of all marriages in the neighbourhood. 
Moreover, amongst Hindus, at all events, marriages can only occur* at particular 
seasons and for restricted periods, fixed by the priests as auspicious. 

Mr. Vakil suggests a graduated scale. I should consider that the fee must 
necessarily be fixed at a single rate. A marriage is a marriage whoever are the 
contracting parties, and a raja should not be required to pay more for the regis¬ 
tration than a labourer, ft follows that the rate must be low enough to be no 
burden on the poorest. I should place the figure at anvthing between Rs. 2 and 
Rs. 5. 

The tax would certainly be productive. Marriages are said to average about 
three per village per year. There are 104,728 towns and villages in the United 
Provinces and allowing for the much larger number that would take place in 
towns, there would probably be some 400,000 marriages annually. The yield 
on this basis would be anything between eight and twenty lakhs. 

Mr. Vakil suggests that “ this should be made a provincial receipt.” That 
is unnecessary : under the Scheduled Taxes Rules it is one already. 

I may add that in return for the tax, the tax-payer would gain one consider¬ 
able advantage in the shape of a conclusive documentary proof of marriage—a. 
thing that must often be required, yet at present is not available. 

(c?) Tax on motor vehicles. —In 1923-24 the United Provinces Government 
actually imposed this tax. It was not successful. It was difficult to assess, 
difficult to collect, and thoroughly unpopular. 

(1) Assessment, in England, has at different times been based on petrol 
consumption and oil horse power or weight. The former is the fairer method, for 
it ensures that a car pays no tax whilst it is not running. But it has to be 
collected through the dealers and consequently the system and its rules must- 
be very simple. Unfortunately, in India there are already restrictions con¬ 
nected with the sale and transport of petrol, as such. It would be necessarv 
too, to distinguish between petrol used for motor vehicles and petrol used for 
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other purposes and other engines; and though a Bill imposing taxation on the* 
basis of petrol consumption was actually drawn up in the United Provinces, it 
had to be abandoned because the system was so complicated that it was 
impossible to impose the duty of working it on the dealers. Horse power as a 
basis for taxation also offers many difficulties; and in the end the tax actually 
enforced was based partly on weight, partly on seating accommodation. Even 
this system, though relatively simple, presented puzzles from time to time. 

(2) Collection was difficult, mainly, because it was entrusted to an amateur 
agency. Both the police, and in some places the municipal authorities, keep 
registers of vehicles : but the former at all events are neither complete nor 
correct. The police were also unable to give much assistance at first, being 
sh'ort-handed, though later they took measures which made it possible to assess 
many cars that had hitherto escaped. The licensing officer, a member of the 
district staff, could do little by himself. The result was that the yield was not 
as great as it ought to have been. 

(3) The unpopularity of the tax was considerable. Owners pointed out that 
they were already heavily taxed through the duty on petrol, and the customs 
duty leviable on every vehicle (since none are made in India),: whilst in some 
municipalities there was also a local tax. Commercial authorities also regarded 
it as likely to prejudice the prospects of a young industry—namely, motor 
transport. And when, the tax was brought forward for a second year, Council 
refused to pass it. 

The tax was meant to provide money for the reconstruction of roads destroyed 
by the growth of motor traffic. It is obviously fair, therefore, that the motor 
traffic should be taxed to pay for part of that reconstruction—a very small part 
in any case. But the prejudice against it is strong and in the presence of the 
duties on petrol and customs, not altogether unfounded. I doubt if it will be 
worth while to reintroduce it for some years to come. Nor will it ever be 
productive unless there is some special agency to assess and collect it. 

(e) .1 tax on mother ralticlcL —The only other vehicle worth taxing would be 
the bullock cart, which also causes serious damage to the roads. But unless the 
old turnpikes are to be introduced into India, I can think of no adequate means 
-of taxing it successfully. 

(/) A tax on betel leaf and areca nut. —What has been said about tobacco 
applies to some extent to betel and areca nut. It would not be possible 
to place the tax on the cultivator, and the only means available of raising 
revenue from this source would be to license manufacturers and vendors. They 
are more numerous than t-obacco manufacturers and vendors and the tax would 
be proportionately more productive. But I should imagine that taxing the betel 
and aroca nut in this country would be as unpopular a measure as “ taxing the 
breakfast table ” in England. 

Qs. 121 to 136 .—Many of the questions hre inapplicable to this province, and 
it is more convenient to deal with the suggestion of a tobacco tax on broader lines. 

(1) Area sown. —Appendix L gives the figures for 1921-22, which is unfor¬ 
tunate as the area of that year (89,000 acres) was unusually high. The figure 
varies within very wide limits : it was 64,000 acres in 1920-21 and 98,000 acres 
in 1916-17. The average area over a term of years is only 79,000 acres. 

(2) Nature of cultivation .—Tobacco is an expensive crop in every way. It 
requires a soil containing an unusual quantity of nitrates and grows best either 
within or in the immediate vicinity of an inhabited site, preferably an old site. 
Most of the famous Lucknow tobacco (mentioned, incidentally, in Kipling’s 
“ Kim ”) is grown' actually inside the city. Soil of that kind is very highly 
rented. I have seen fields growing tobacco in the vicinity of a little country 
towti that were paying Rs. 40 to Rs, 50 an acre, whilst neighbouring fields not 
fifty yards away paid Rs. 10 to Rs. 15. The rent of similar land in Lucknow 
city would probably run into four or five times the figure. Further, such soil 
is highly prized and in great demand. He will be a lucky cultivator who owns 
or leases as much as half an acre of it. But even if he have more he could 
not afford to put much of it under tobacco. Tobacco requires heavy manuring, 
heavy irrigation, preferably with brackish water, and such special attentions as 
sprinkling saline earth [norm matti) round the roots and over the leaves. 

The result is that though some tracts ( e.g Farrukhabad tahsil, certain 
parganas in Bulandshahr and groups of villages here and there) make something 
of a speciality of tobacco, a very large part of the crop is grown in small and 
even tiny plots in the immediate vicinity of villages. 
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(3) Manufacture .—There are, roughly speaking, three different ways in V'hich 
'tobacco is manufactured, and four different kinds of article. 

(a) The cultivator often retains his tobacco, or part of it, for his own use. 
In that case whatever processes the plant undergoes, he carries out 
himself. The processes consist of little more than cutting and drying 
the leaves and twisting them into a sort of rope. Tne result is 
chewing tobacco. 

<*) What tobacco the cultivator does not retain he usually sells to the 
local Kunjra. Kunjras arc a small Muhammadan caste who deal 
especially in green-grocer's stuff, spices, condiments, fruit and 
tobacco. Chewing tobacco they manufacture in much the same 
manner as the cultivator himself. For making smoking tobacco, the 
dry leaves are cut or chopped up : occasionally the tobacco is mixed 
with gur before it is sold to the customer (in much the same way 
as “ Navy Plug ” is supposed to be mixed with molasses). The 
biri t which he also makes (though most bins, I believe, are imported) 
is g. sort of very coarse cheroot made by rolling the leaf up more 
o: less tight. 

From the census returns I estimate that there are about 600 persons 
engaged in the manufacture of tobacco and about 17,000 in its sale 
throughout the province. 

{c) Finally, there are four tobacco “ factories;” at all events, that was the 
number returned at the census of 1921. They are situated at 
Jaunpur, Lucknow, Cawnporc and Farrukhabad. They employed 
between them 103 men and 13 women, consisting of 3 managers, 1 
technical staff, 3 clerical staff, 1 skilled workman, and 108 unskilled 
workmen, of whom 13 are women and 8 children under 14. The 
importance of these factories may be judged fiom the following 
facts ;— 

The Jaunpur “ factory ” consisted of 1 manager and 10 unskilled 
labourers. 

The Farrukhabad “ factory ” consisted of 24 unskilled labourers with 
nobody to look after them at all. 

The Cawnpore factory which uses power (the kind of power is not 
stated) had a manager, a technical expert, two clerks and a skilled 
workman to look after nine unskilled workmen. 

In fact, the only really important factory is that at Lucknow, with a manager, 
a clerk and 65 workmen. This is a very old established business which produces 
the famous Lucknow tobacco already mentioned; it is said to send its products 
all over India, and to be doing a good trade. There is no power : all work is 
done by hand. The tobacco is specially selected, carefully prepared and 
doctored,” I believe, with scent. 

(4) Condition of the tobacco trade. —As far back as 1904, it was recorded with 
reference to Lucknow that “ the industry has largely declined of late years, 
owing to the increased consumption of tobacco prepared after the European 
fashion. There can be no doubt that the use of American tobacco, especially 
in the form of cigarettes, has grown to an enormous extent in India.” If that 
was true in 1904, it is infinitely more true now. The use of this indigenous 
tobacco at the present time is probably confined to the old fashioned who still 
prefer the huqqa , and to the villager. The rest of the population, especially 
in the younger generation, are taking more and more not only to the cigarette 
but to the cigar and the pipe, and if they smoke the huqqa at all, it is only 
as a change. The trade, in fact, is seriously threatened by the Virginian peril; 
and any artificial rise in price of the commodity, such as would be caused by 
any kind of duty, might easily kill it. 

(5) The villager and tobacco. —It has to be remembered further that tobacco 
in one of the villager’s very few luxuries (or vices—according to the point 
of view). He has always been accustomed to get his tobacco cheap, in many 
cases to make it himself : and I doubt if there are many taxes that would 
cause deeper and more widespread resentment. Surely, ceteris 'paribus , th© 
more unpopular the tax, th© worse it is. 

Possible taxes. —Various possible tobacco taxes are suggested in questions 
Nos. 122 and 136. I take them one by one. 
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(1) An acreage duty on cultivation. —As I have already explained, tobacco 
only grows in highly rented soils. The higher the rents, the higher the land 
revenue; tobacco cultivation therefore is already taxed through the land revenue. 
No doubt the acreage duty would fall directly on the tenant, whilst the land 
revenue falls primarily on the landlord; but in the case of fields of this kind, for 
which there is keen competition, the landlord can always pass on the revenue to 
the tenant, whether he can always do so in the case of other fields or not. There 
is no doubt whatever that an acreage duty would be regarded as double taxation, 
and also as a breach of the settlement agreement. That is the view which this 
Government have always taken (for the suggestion of an acreage duty is not 
a new one). 

In any case, the duty must necessarily be low simply because the tenant could 
always abandon tobacco for other crops equally paying : in Farrukhabad, for 
instance, they easily could and almost certainly would, substitute potatoes for 
tobacco, were an acreage duty levied on the latter. A couple of rupees per acre 
will be as high a tax as could safely be imposed. On an area of 79,000 acres the 
additional revenue would not be worth the resentment that it would cause. 

(2) A State monopoly of manufacture and sale for both locally grown and 
imported tobacco. —If this monopoly is to be successful, the following arrange¬ 
ments would appear to be required 

(a) A special staff for the purpose of registering the cultivation, inspecting 

it and ensuring that no part of the crop is retained but that the 
whole finds its way into the factory. No existing department could 
undertake the task : and, as the cultivation is widely scattered, the 
staff must be numerous. At the same time it would have nothing 
to do for half the year. 

(b) A factory and a factory staff. Judging from the census returns, the 

staff required would number at least 600 operatives, apart from 
clerical, menial and supervising establishment. 

(c) Since Government is to undertake the sale, there will also be a staff of 

salesmen in some shape or form. Judging from the census returns, 
the number required would be about 17,000. 

(d) I am not quite sure what precisely is meant by the suggestion that all 

imported tobacco must be sold to the State. Presumably, Govern¬ 
ment would in some way or other interpose as a middleman in the 
business and so secure a middleman’s profits. Whatever the arrange¬ 
ment, it is obvious that yet a further addition to staff would be 
required, to deal with this middleman’s business. 

In short, Government after paying for the crop and imported tobacco, would 
•till have to make a considerable sum to pay for the expenses of management 
before any profit would accrue. * This would inevitably raise the price of all 
tobaccos very considerably, and cause widespread annoyance amongst all classes 
of the population alike. Apart from that, the entire complicated machinery 
involved must be set up merely to catch the profit derivable from a crop of coarse 
tobacco produced from some 79,000 acres annually ; which profit, moreover, must 
be kept as low as possible. 

I have made a rough calculation with which I need not trouble the Committee. 
I need only say that the expenditure would apparently be in the neighbourhood 
of crores at least,—on which a return of 5 lakhs, which is as much as could be 
expected, would give a dividend of 3£ per cent. I can only describe such a 
monopoly as baiting with a whale to catch a sprat. 

(3) A company subsidized by the State. —There would be precisely the same 
objections; in this case, moreover, the profit would be shared between Govern¬ 
ment and the rest of the shareholders. 

(4) Controlling cultivation and allowing manufacture in bond. —If Govern¬ 
ment is to make any profit at all out of such an arrangement there must of 
course be an excise duty payable on the tobacco leaving bond. The preventive 
staff mentioned in connection with the State monopoly would still be necessary, 
and a certain amount of staff would be required at the bonded warehouses. The 
duty, for reasons that I have already mentioned, could not be high; and again 
the profit could not be large. The objections in fact are precisely the same as 
in the case of the State monopoly except that the whole business would be on 
a smaler scale. 

2 D 
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(5) Controlling dll dealing subsequent to the initial sale by* the cultivator 
to the manufacturer and prohibiting sale except in packages bearing a revenue 
stamp. —Here again there would be need of preventive staff to ensure that the 
manufacturer and the vendor carry out the law. There is also the practical 
difficulty that this coarse tobacco is hardly, if ever, sold in any sort of package, 
and it will be impossible to ensure stamping before it leaves the manufacturer’s 
premises. In practice, the stamp could only be affixed to the piece of paper 
in which the tobacco would be wrapped before it is handed to the customer. 
Who is to ensure that the stamp is affixed ? 

(6) In all the circumstances of the case, the only possible form of tax appears 
to be a license fee on manufacturers and vendors , in the latter case whether 
they are vendors of foreign or imported tobacco. This in the end would probably 
prove far more productive than any of the complicated methods suggested, whilst 
it would also have the advantage of not affecting the cultivator and falling 
entirely on the consumer. It would also be a matter of indifference, at all events 
from the financial point of view, whether the taxation had the effect of substitut¬ 
ing imported for locally-grown tobacco or not. Tim fee would have to be very 
carefully graduated from a low minimum, for many of the manufacturers and 
vendors are mere village tradesmen, unable to pay a high fee. Still, I think 
that by a system of license fees, it should be possible to obtain a yield not 
less than 5 lakhs and perhaps much higher. It is impossible of course to 
estimate the number of shops from the census return of workers, for there would 
often be two or more workers to one shop : but, if we may take the number 
of shops at 10,000, it would be possible with an average fee of Rs. 30 to obtain 
3 lakhs from the vendors of locally-grown tobacco alone, apart from the productive 
shops that sell imported tobacco. 

At best, however, a tobacco duty of any kind would not be the productive 
tax that it is in other countries. 

Q. 137 .—As I have endeavoured to prove in paragraph 10 of my note on the 
system of taxation, only two of the scheduled taxes assigned to Provincial 
Governments would be productive. One of these is the “ tax on non-agricultural 
land,” which as I have laboured to show in thatnote, is really a tax on build¬ 
ings. The other is “a tax on succession or acquisition by survivorship in a 
joint family.” Both of them present difficulties in respect of their imposition, 
(assessment and collection : but on the whole these difficulties would probably 
be less in the case of the succession duty than of the land tax. In so far as 
they fall on the agricultural population, moreover, both would be unpopular : 
but on the whole I think that the unpopularity would be less in the case of • 
the succession duty than of the land tax. 

If, therefore, a Provincial Government were in need of new sources of revenue 
-either to replace old sources that had been condemned or to replace or supple¬ 
ment old sources the productivity of which was dwindling, then that Government 
must necessarily turn their attention first to"Hhe succession duty. 

Q. 138 .—The graduation of succession duties according to the degree of 
relationship of the heirs to the testator, as carried out in European countries, has 
the effect of reducing the burden on the natural heirs, t.p., on those who possess 
a natural right to inheritance, and of increasing the burden on those, who in the 
presence of natural heirs, would have either a lesser, or no right of inheritance. 
And in a system which permits a testator to defeat at will the rights of his 
natural heirs such differentiation is perfectly legitimate. 

But such ideas are totally foreign to both Hindu and Muhammadan Law. 
Under Hindu Law (Mitakshara) every member of a coparcenary body is by 
birth an “ heir-apparent ” with a natural right to a share in the property of 
the joint family should that be partitioned. That share is fixed, and can be ascer¬ 
tained at any moment, though it is liable to vary according as new members are 
born into or die out of the coparcenary body. But the right is, ab initio and 
always, a natural right. Under the Muhammadan Law the rights of the heirs 
arise at the death of the person from whom they inherit : they vary according 
to the composition of the family at the time, and in the case of some heirs 
(e.tf., the distant kin) will only arise if that composition is of a particular 
kirid. But once the right of a kinsman, however distant, has arisen, it is 
also a natural right. And under neither law can there he any possibility of 
defeating that natural right, except by such a trick as the transfer inter vivos. 

Now the succession duties are bound, in any case, to be complicated, and 
many tax-payers will find them incomprehensible. They will also be a new 
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Thing in India, and will consequently be unpopular. But if their complications 
are to be increased by refinements which are totally opposed to all indigenous 
ideas on the subject of inheritance, the unpopularity will become widespread 
resentment. And, as I have tried to show, graduation according to relationship 
will be such an innovation. 

An example will make the meaning clear. Let us take the case of a Hindu 
coparcenary body consisting of father and two sons. The “ share * of each 
will be one-third. Suppose that one son dies ; then if the English legacy duty 
law were adapFed to India, the father would pay 1 per cent on his acquired 
share, the brother 5 per cent on his. Suppose, on the other hand, that not a 
.son but the father dies : then both sons will pay 1 per cent. each. To a Hindu 
all three, from the point of view of inheritance, are equal, as is proved by 
their “ shares.” He will certainly not understand why the same man should 
pay only 1 per cent when he succeeds to one coparcener and 5 per cent when 
he succeeds to another. 

This part of the question could only be fully examined by lawyers and I do 
not propose to pursue it. I may, however, state the opinion of an experienced 
Indian offieer whom I consulted, and with which I agree :— 

(a) It win be impossible to devise a complete graduation by relationship % 

which will suit the three main religions alike (Hindu, Muhammadan 
and Christian). 

(b) Any attempt to devise different schemes of graduation by relationship 

for different religions will lead to inequality in the incidence of 
taxation. 

(c) If there is to be any graduation by relationship it should amount to no 

more than giving the son a special preference whilst all other 
relations are put in the same class. This would still allow room for 
the operation of the “ motive for accumulation,” which is the 
economic justification for graduation by relationship. Anything 
more complicated will lead to endless litigation. 

As between graduation according to the size of the estate left, and graduation 
•according to the amount inherited by each individual heir, I should, on general 
grounds, prefer the latter for two reasons— 

(a) that in the absence of anybody corresponding to the executor of a 

will in respect of Hindu and Muhammadan successions it will be 

difficult to fix the responsibility for paying the estate duty on any 
particular person : 

(b) that, to some extent, it will lighten the burden of taxation. [For 

instance, by the provisions of the Madras Bill, section 19 (did they 
refer to an estate duty), the duty on an estate of lakhs would 
be Rs. 5,500 : but if it were broken up into three successions of 
Rs. 50,000 each the total payment would be only Rs. 4,500]. 

Q. 139.—At the same time the tax bristles with difficulties, which are 
germane to a discussion of the three propositions quoted in question 139. 

(а) Ex natura , the tax is bound to press heavily on the heirs at a time of 

need. The rates need very careful and scientific graduation, 

especially on the smaller successions, if the burden is not to become 
intolerable. 

(б) The tax lends itself to easy evasion by means of the transfer inter 

vivos : and as in India the owner of property is well acquainted 
with that method of disappointing his. own heirs, he will act hesitate 
to use the same method to disappoint Government. 

(c) The peculiarities of Hindu and Muhammadan law make testamentary 

dispositions uncommon, so that special arrangements will be neces¬ 
sary to ascertain the value of the property to be taxed. 

(d) In practice, the tax would fall mainly on land, buildings, heavy 

machinery, and other stocks and shares than those payable to 
bearer, and consequently traceable. Experience shows that at a suc¬ 
cession movable property is apt to disappear, and as an interval 
would necessarily elapse before the succession was reported, or the 
officer concerned could take action, there would be time for such 
disappearance to occur. 


2 d 2 
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(e) Estates transcend provincial boundaries. If, as a result of the tax 
being imposed in one province and not in another, an owner is taxed 
only in respect of a part of his estate : or if he can avoid taxation 
by a change of residence/, or if he can evade the tax in respect 
of his movable property (banking accounts, securities, cash, jewellery) 
by a change of location—administration of the tax will become a 
matter of great difficulty. 

These facts suggest that the succession duties should eitheBr— 

(a) be a central, and not a provincial tax : or at least, 

( b) be imposed by the central legislature on behalf of the provinces. 

The last difficulty is the greatest, and of great importance. It can only be 
avoided if the same tax be in force over the whole of India, and that can only 
be achieved by the Central Government. 

But no province could afford to give up one of its most valuable reserve 
taxes without a quid pro quo; and were it decided to transfer succession duties 
tj the Central Government as a central source of revenue, it would be necessary 
to replace them in the provincial system of taxation by some equally productive 
substitute. As an alternative, it has been suggested by Mr. Findlay Shirras in his 
latest book, and before him by the late Finance Member of this province, that 
the Central Government should take over the tax, but reduce the contribution 
pro tanto. But under the Devolution Rules, the benefit of any such reduction 
must go in the first place to the provinces whose contributions exceed the 
4< ideal M proportions specified in Devolution Rule 18, so that Madras, the 
Punjab and the United Provinces would at first be the only provinces to benefit 
from the suggested arrangement, whilst even if the entire contribution were 
abolished, they would benefit to a far greater extent than other provinces. They 
would, in effect, be receiving not only the proceeds of their own succession duties 
but also a large share of the succession duties of other provinces as well : and 
I can scarcely believe that Bengal and Bombay would agree to an arrangement 
by which they would actually be taxing themselves for the benefit of other 
provinces. Moreover, the province is entitled both to receive the benefit of the 
tax and also to be relieved of the contribution. 

It seems improbable, oven impossible, that all provinces should agree 
to the imposition of the tax at one and the same time and at the same rates. 
Consequently, if the necessary uniformity is to be secured, it is essential that these 
duties should be imposed by central legislation. Moreover, no local legislature 
is likely to impose such a tax : the central legislature might. There appears, 
however, to be no objection to an arrangement by which the Central Government’s 
share in the transaction will be limited to passing an all-India Act on behalf 
of the provinces. They have done it before, in pre-reform days (the Court-fees 
and Stamp Acts are obvious instances), and there seems nothing to prevent 
their doing it again in this case. So long as the Central Government devise the 
necessary legislation and the central legislature impose it, the provinces can be 
trusted to collect and appropriate it. 

This discussion can be summed up thus— 

(a) If there is not to be widespread evasion by changes of residence or of 
the location of movable property, the tax must apply to the whole 
of India, and the duty rates must be the same all over India. 

(&) For practical reasons, the tax should be imposed by the Central Govern¬ 
ment : but it can be collected by and should certainly be assigned 
to the Provincial Governments, ft follows therefore that, for purely 
practical reasons, I accept the three propositions quoted in question 
139 as being valid in the special circumstances of India. They 
appear equally valid as theoretical propositions : but in tHe presence 
of practical considerations, that is not an aspect of the matter that 
I need discuss. 

Q. —The main difficulty arising out of the joint family system is con¬ 
nected with the presence of infant coparceners. “ The application of such a 
duty in the cases of the deaths of infants, who have by the mere fact of birth 
acquired an interest in a joint estate, dying soon after their birth will not only 
affect the susceptibilities of the community but will involve hardship by reason 
of the possible frequent levy of the duty.* 1 (Report of Madras Death Duties 
Committee, paragraph 6 : cf. Findlay Shirras' Science of Public Finance. 
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pages 311—313,) The difficulty is a real one, but it is necessary to understand 
its nature clearly. Let us suppose that the family is as in the marginal tree. 

If E were to die the only result on the shares 
would he to increase those of D and F to 3/6th 
each. Primd facie , therefore, it would seem as 
if a levy from 1) and F on their li inheritance 
of l/18th each would cover the case. But as the 
family is ex hypothec undivided, D and F have 
nothing of their own wherewith to pay it, and 
the duty will actually be paid out of the joint 
family funds. In other words the death of any 
coparcener means a payment of duty falling on 
B i D J the entire joint family, whother every member 

of it benefits by that survivorship or not. To 
obviate this, the Madras Committee suggested 
levying a tax only when the head of the family 
-CJ | died, x.e.y A; and then, as I understand, levying 

g 7 y , it on the value of the whole joint family’s 

^ ® estate, not on A’s own share alone. They hold 

that this proposal would place “ the Hindu 
-community on a par with other communities in the matter of direct liability 
Ao the proposed duty.” 


On this proposal I offer the following suggestions :— 

(1) By “ head of the family ” the Madras Committee apparently mean 
the managing member (as does question 141). But the managing 
member need not be (in fact frequently is not) the senior coparcener. 
In the illustration for instance, it is at least as likely that B would 
hold the post, as that A would. Now if the duty is to be levied 
only on the death of the managing member, in this case there would 
be no levy on A’s death, but only at B’s. But quite possibly B, 
before he died, would divest himself of the post and pass it on to 
C or D, and so on. In fact, matters might easily turn out (and 
more easily still be arranged) so that the managing member should 
never die, and the duty in consequence never be paid. “ Head of 
the family,” if this proposal is accepted, must necessarily mean 
the senior coparcener whoever he may be. 

^2) The Madras Committee consider that the proposal merely equates the 
liabilities of the Hindu and other communities. On the contrary, 
it seems to me that it gives them a decided advantage. The 
general principle which they had in mind is that there should 
only be one payment of duty, on the average, per generation per 
joint family. But in another community there would be one pay¬ 
ment per generation per family, To return to the illustration 
given above, in another community D, E and F would be separate 
from B and C : and whereas in the joint family there would be 
a fair chance that in three generations only three payments would 
be made, in the two corresponding families in another community 
probably five payments would be made. The simple solution, which 
1 have reached after consulting the Indian officer already mentioned, 
is that the duty should only be levied at the death of coparceners 
of over a certain age—18 or 20 years. That would avoid the 
difficulties connected with the presence of infant coparceners, whilst 
the duty would only be payable on the death of persons who, in 
the absence of the joint family system, would themselves be heads 
of families. In this case, of course, the levy would only be cal¬ 
culated on the share of the deceased and not on the whole estate 
of the joint family. An exception, however, should be made where 
the only male member of the joint family dies at an age under that 
fixed as the limit for this purpose, and the property goes to some 
separated relative. In such a case the heir would be virtually a 
stranger, with no natural right to succeed in the joint family at 
all; and the justification for exempting from duty would not be 
present. 

Q. 1^2 .—Professor Shah’s dictum may possibly apply to some estates in the 
province, but certainly not to many. The question of machinery, however, need 



422 


■not detain us : as I have pointed out in answer to question 145, a suitable- 
machinery is at hand. 

Q . ijfS .—I should myself suggest that this statement is much less true of 
India, thanks to the joint family system, than it is of other countries. Irn 
England, for instance, the demise of the father whilst his sons were still at 
school would certainly make it difficult to carry on the father’s business, and it 
would be necessary to hire assistance till the sons were old enough to take the 
business over. But if the head of an Indian joint family died there would 
generally be some other adult member of the family to carry on—a son or 
brother. 

Q. 1^5 .—Whether the tax be— 

(1) a central tax pure and simple, or 

(2) a provincial tax imposed by the central legislature, or 

(3) a provincial tax imposed by the provincial legislature, 

the appropriate agency for levying it in this province would be the Revenue 
Department. In respect of land, revenue officers already deal with successions, in 
connection with the proceedings necessary to effect correction of the record of 
rights in respect botli of proprietary titles and heritable tenancies under the 
revenue law : and they should find no difficulty in valuing such estates in 
connection with these proceedings b}' means of the village papers, provided that 
they are supplied with rules for their guidance. In respect of other kinds of 
immovable, and of all kinds of movable property, these same officers were till a 
few years ago accustomed to handle income-tax assessments, and should find no 
difficulty in adjudicating on declarations of value by the heirs, or testing them 
either by evidence or by local inspection. In respect of details of assessment, 
appeal, review, collection, etc., I think that the provisions contained in sections- 
10 to 18, 22 to 28, and 30 of the Madras Bill would (mutatis mutandis) be 
generally suitable for this province. 

Qs. IjQ and IJfG .—I should not regard any of the scales given in Appendix P* 
as suitable by reason of their complicated graduations for relationship. 


I would 

frame a 

scale as 

follows : - 





Value of indivi 

dualinhe 

■ifance. 

J Rate per cent on 

the value. 

Rs. 

5,000 

to Rs. 

10,000 



1 


» 

10,000 

>» 

25,000 



2 



25,000 

ft 

50,000 



3 


»» 

50,000 

tt 

75,000 



4 


» 

75,000 

tt 

1,00,000 



5 


ft 

1,00,000 

ft 

2,00,000 

5 on 

1st lakh 

: 6 cn remainder 

t* 

2,00,000 

tt 

3,00,000 

>* 

>t 

7 

tt 

tt 

3,00,000 

„ 

4,00,000 

>t 

it 

8 

>t 


4,00,000 

tt 

5,00,000 

tt 

it 

9 

t> 


Above Rs. 

5,00,000 

tt 

tt 

10 

t* 


Provided that— 

(1) no succession duty will be leviable where the value of the total estate 

left by the deceased does not exceed Rs. 25,000; 

(2) the son succeeding to his father shall receive a rebate of 50 per cent 

if his inheritance is less than Rs. 25,000 ; 33£ per cent if it is 
between Rs. 25,000 and Rs. 1,00,000: and 25 per cent if it is above- 
Rs. 1,00,000. 
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Note on the system of taxation in the United Provinces by 

Mr. Blunt. 

The object of this note is to describe the existing system of taxation in the 
United Provinces and to indicate what appear to me to be its principal defects. 
The views expressed are my personal views, and must not be regarded as com¬ 
mitting Government. 

2. The revenue of the province falls into three parts— 

(a) Revenue derived from sources other than taxation. 

(b) Revenue which would probably not be regarded by theorists as the- 

proceeds of taxation, but is certainly so regarded by the persons 
who pay it. 

(c) Revenue derived from taxation proper. 

As a preliminary to discussing the system of taxation, therefore, it is neces¬ 
sary to classify revenue into these component parts. I have made an attempt 
to do this in the table appended to this note. The system of classification which 
I hdvfc adopted is generally that of Professor Bastable. I have doubtless erred 
in applying it : but so Jong as the picture is intelligible it matters relatively little 
if it is incorrectly drawn. The classes are “land revenue;” “taxes on acts;** 
“ taxes on commodities; ” “ fees for services; ” income derived respectively from 
“state domain;” “state industry;” and “state prerogatives;” and “ miscel¬ 
laneous.” I have classed an item of revenue as a “ fee for service ” where the 
revenue is not sufficient to pay for the service. 

3. The figures in the table are the gross figures of revenue given in the 
budget estimates of 1924-25. They are stated in thousands. It will be found 
that the table, together with the explanatory details given below, incidentally- 
answers Nos. 10 to 12 of the questionnaire. 

4. Explanations of the figures in the table —(1) Land revenue. —(The classi¬ 
fication of land revenue is a controversial matter. I have not attempted to decide 
whether it is more properly regarded as a charge in the nature of rent, or a tax 
on land, or income from “ state domain.” It3 nature is well known, and I 
have simply classed it as “land revenue.”) 

(а) Land revenue proper consists of— 

(1) ordinary revenue (6,92,02); and 

(2) mcdikana revenue (2,02). 

The latter item represents payments due in certain districts by the subordinate 
to the superior proprietor, which are collected by Government and passed on to 
the latter. It is cancelled by a corresponding entry on the expenditure side. 

(б) Fees for services .—The most important items are— 

(1) Rates and ces.se* on land (2,80).—This item is a rate levied under the 

law on estates under the Court of Wards to pay for the cost of 
management incurred in the offices of the Board of Revenue, of 
Commissioners and District Officers. Any net profit that may occur 
in this item is trivial (and accidental). 

(2) Partition fees (4,60).—These are fees levied from the parties to pay 

for the cost of carrying out the partition of estates. They exceed 
the cost of the special partition establishment by 31 per cent; 
but to the cost of this establishment must also be added a part of 
the cost of the permanent establishment (assistant collectors and 
land record staff) employed on partition, and there is certainly no 
net profit. 
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( c ) Income from state domain. —Of this a sum of 12,34 represents the revenue 
of various Government estates and estates under attachment : the rest (1*24) 
represents the revenue derived from Government quarries &ud minor mineral 
products. 

(1) State 'prerogatives .—These are fines payable under certain circumstances in 
cases of mutation of names, and are imposed under the law. 

(2) Excise .—The sum of 45 under “state prerogatives” represents fines and 
forfeitures. The nature of the main sum (1,45,61) is well known. 

(3) Stamps. —The item of 47,08 shown under “ tax on acts ” is the revenue 
derived from non-judicial stamps : that of 1,34,09 shown under “ fees for 
services ” is the revenue derived from judicial stamps. On the ground that the 
administration of justice should be free of charge, theory may require this item 
also to be shown as a “ tax on acts,” and popular opinion would be in agree¬ 
ment with theory : but T have shown it here to emphasize the fact that the 
yield of court-fees is barely sufficient to pay for the cost of the administration 
of justice. It is difficult to estimate the latter with accuracy*, the district 
staff are engaged on other than purely judicial duties, as are also Commissioners 
and the Board of Revenue. But there can be no doubt that after allowing for 
a fair proportion of the cost of these establishments the courts generally— 
revenue, civil and criminal—do not earn in court-fees enough to pay for them¬ 
selves, whilst revenue and civil courts by themselves barely cover expenses. 

(4) Forest. —The greater part of Forest revenue is derived from the sale of 
produce, and must clearly be regarded as income from a state domain which is 
managed on a commercial basis. There are a few items, however, of a different 
kind. 

(1) Fees for services. —The items are— 

(a)*‘ boom and rafting dues which are paid, practically, in return for 
the policing of the waterways by the Forest department. 

( jb ) Shooting fees. —In theory these fees are devoted to game preservation, 
and consequently are paid to the services rendered by the depart¬ 
ment in this direction. 

(c) Recoveries on account of afforestation.—' These are sums paid by private 

persons to the department for afforestation work carried out in 
their estates. They are of course occasional only. 

(d) Traffic fees. —These are fees paid by contractors and others for carriage 

of their timber and other produce on the forest tramways—in fact, 
railway freight charges. 

(2) State prerogatives .—These consist mainly of the confiscated securities of 
contractors, and as such would possibly be regarded more correctly as an 
incident in the management of the “ domain.” 

Following the view taken by the department, I have included grazing dues 
in the main figure (income from domain). They hold that there is no essential 
difference between a payment made for grazing cattle in situ and the payment 
that would be made for cut grass sold in open market : and that the grazing 
dues are simply one particular method of obtaining a price for their produce. 
They may be regarded as an instance of what Professor Seligman calls a “public 
price”—?*<?., a payment made for a service sold by Government primarily for 
the special benefit of the individual but secondarily in the interest of the 
community. 

(5) Registration. —This is of the nature of a " fee for service but as the 
fee exceeds the cost of the service, it has become a tax. (The cost of the 
Registration Department proper is 4,64, ; to this must be added a part of the 
cost of the establishment of District Judges, who are district registrars, and 
some other officers, but even so the “ fees ” exceed the cost of the “ service.”) 

(6) Scheduled taxes (1,00).—Government proposed to impose a new tax on 
betting and certain forms of amusement. The proposal was subsequently dropped, 
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but the figure is interesting as showing how small would be the yield of such a 
tax in any but a presidency province. 

(7) Subsidized complies. —This represents Government’s share of the profits 
of the Shahdara-Saharanpur Light Railway, which they receive in return for 
having provided land free of cost. 

(8) Irrigation. —This is a commercial department, and in the circumstances 
I have classified it as a “ state industry/’ Though in theory the charges for 
water bear some relation to the value of the water to the purchaser, and are so 
calculated as to bring in a fair commercial profit, the rates are well below the 
figure that the cultivator could pay, and indeed would be willing to pay, since 
any alternative method of irrigation would cost him far more. According to 
Professor Seligman’s classification, irrigation revenue clearly constitutes a public 
I'rice. At the same time it is popularly regarded as a tax. 

(9) Interest. — 1 This represents the interest— 

(a) paid by local bodies, landholders, dultivators and others on loans 

taken from Government; 

(b) paid by the Government of India on the surplus of United Provinces 

Development Loan. 

^10) Administration of justice —(1) Fees for services. —This consists of— 

(a) Court-fees realised in cash (3,91) which includes fees paid for the 

execution of decrees; fees paid to process-servers and amins; fees 

for sale of lands and other minor fees; and 

(b) all record room receipts and pleadership examination fees (34). 

(2) State prerogatives. —This consists entirely of receipts from fees, fines 
and forfeitures, recovered in the civil and criminal courts ; the sale- 
proceeds of unclaimed and escheated property; and certain miscel¬ 
laneous receipts of a similar nature. 

(11) Jails and convict settlements. —The receipts from jails consist mainly 
of the sale-proceeds of jail manufactures, and are therefore classed as a state 
industry.” A small sum represents recoveries of various jail charges from 
Indian States and some miscellaneous items. 

(12) Police —(1) Fees for services. —These consist of fees for the registration 
of motor-cars and for licensing stage-carriages; contributions paid by the railways 
for their police; receipts from the public for rewards; cost of police supplied 
to public departments and private persons together with superannuation receipts 
on the same account, and paid by the same persons. 

(2) State domain. —This consists of miscellaneous receipts derived from the 
sale-proceeds of produce in police lines and elsewnere. 

(3) State prerogatives. —These are various miscellaneous fines. 

(13) Education —(1) Fees for services.— These represent fees in Government 
colleges and schools and examination fees. 

(2) State industry. —This represents the sale-proceeds of books in the book 
depot, and of other manufactures in the workshops at the Civil En¬ 
gineering College—notably the photo and .lithographic department. 

(3) Miscellaneous. —This consists of contributions from the public, and 
income from endowments. 

(14) Medical —(1) Fees for services. —These represent the receipts of hospitals 
and fees for chemical analysis. 

(2) State industry. —These represent the sale-proceeds of various industries 
in the lunatic asylums, and of certain medical paraphernalia (“ Agar 
tubes ”). 
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(3) Miscellaneous represents subscriptions and contributions from private- 
persons and local bodies, and from the Government of India for the 
training of military medical students. 

(15) Public Health. —The description is similar to that of similar items under 
the head “ Medical.” 

■ (16) Agriculture —(1) Fees for services. —These consist of veterinary receipts 
and the fees of the agricultural college and school. The former sum, amounting* 
to 1,12, represents payments made by local bodies for Government veterinary 
inspectors deputed to their service. 

(2) State industry. —This consists of receipts from public gardens, agricul¬ 
tural farms of all kinds and from the department of agricultural 
engineering. 

(17) Industries. —The smal 1 item under “fees for services** represents fees* 
of technical schools. The item of 37, under “ state industry ” represents the sale- 
proceeds of the manufactures of the workshops of these schools. 

(18) Miscellaneous departments.- —The item under “ fees for services ” re¬ 
presents fees for inspection of steam boilers, fees for the examination of mechanics, 
and miscellaneous fees under various Acts relating to the registration of births, 
deaths and marriages. The item of 30, under “ state industry ” represents the* 
estimated receipts from the British Empire Exhibition at Wemblej. 

(19) Civil works. —The receipts under this head consist almost entirely of 
rents paid for Government buildings. 

(20) Superannuation receipts. —The item shown as “ fees for services ” re¬ 
presents the contributions of foreign employers of various kinds on account of the- 
pensions of Government officers lent to them. The item of 7 lakhs under 

miscellaneous " represents payments hv other Governments of the commuted 
value of the pensions of their servants who have retired in the United Provinces, 
and receive tneir pensions from the latter Government. 

(21) Stationery and printing. —This of course is entirely a ” state industry.” 
The receipts represent the sale of law reports, acts, periodical publications and 
forms, together with the cost of certain work done in the press for local bodies- 
and private persons. 

(22) Miscellaneous— (L) Fees for services (2,52).—Of this 1,38 represents- 
fees for Government audit, and the rest are miscellaneous items such as fees for 
licences for the vend of food in court compounds, steamer tolls, and other miscel¬ 
laneous items. 

(2) State domain. —This represents the sale of stores, materials. Govern¬ 
ment lands and houses and sundry other receipts from Government 
lands. 

(3) State prerogatives. —This represents unclaimed deposits. 

(4) Miscellaneous.— This represents recoveries on account of service pay¬ 
ment. 

5. As I have already explained, the figures given in the table are the budget 
estimates of 1924-25, and I have given them as they stood because the Committee 
should have the actual facts before them. They were abnormal, however, in some 
respects and for purposes of comparison they should be corrected as follows :— 

(1) Excise. The estimate was too high. There has been a large decrease in 
the yield of this tax in 1921-22, and though there has been some 
recovery, the normal is not likely in future to exceed 140 lakhs. 

\2) Starnps .—The figure for non-judicial stamps included the yield anti¬ 
cipated from a proposed enhancement of court-fees, which the Council 
A nonnal fi S l,re aftei * excluding the enhancement wouid be 
124 lakhs. 

(3) Scheduled tazes.—A s already mentioned, this tax was withdrawn and' 

should not be included. 

(4) Irrigation.— For various reasons, the yield in this year was unusually 

low. The normal yield may be put at 127 lakhs. 
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6. The figures can now be arranged as follows, in round lakhs :— 




1 Proportion per cent to— 

•—~ 

Amount 

(lakhs). 

Taxation and 
quasi - 
taxation. 

Total 

revenue. 

Taxation proper — 




Land revenue • . * • 

694 

68*2 

52-7 

Taxes on acts . • 

60 

5*9 

4*6 

Taxes on commodities .... 

140 

13*7 

10*6 

i 

Total, taxation proper 

894 

87-8 

67*9 

Revenue popularly regarded as taxation — 




Fees for services (judicial stamps) 

124 

12-2 

9*4 

Total, taxation and quasi-taxation 

Woi8 

S 

77*3 

Fees for services . • 

ih 32 

... 

2*4 

Income f rom — 




State domain ..... 

84 

... 

6*4 

State industry (irrigation revenue) 

127 

... 

9*6 

Other 

14 

... 

1*1 

State prerogatives .... 

17 

... 

1*3 

Miscellaneous ..... 

25 

... 

1*9 

Total, Non-tax revenue 

299 

( 

... 

22-7 

Total revenue 

3,817 

* 

... 


7. The following conclusions can be drawn from these figures 

(a) The ‘'non tax ” revenue of ths province amounts to 22-7 per cent of 
the whole. Of this— 

(i) the yield from “ state prerogatives ” and “ miscellaneous ” may be^ 

regarded as practically fixed (3-1 per cent); 

(ii) the yield from “ state domain. ” and “state industry ** varies in 

response to economic laws. A decrease may and often does^ 
occur in unfavourable circumstances (10*7 per cent); 
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(iii) the yield from “ fees from services ” can be arbitrarily 
' to that extent the fees resemble taxes : but iwittre ot tne 

services precludes any great measure of enhancement l* P 
cent). 

(M taxation and quasi-taxation produces 77 3 per cent of the total re\enue. 

* Of the total proceeds of this taxation 

(i) land revenue is derived from agriculture (682 per cent); 

(ii) excise revenue (he., the tax on commodifies) is derived from luxuries 

v in the shape of intoxicants (13-7 per cent) ; 

(iii) the judicial stamp duties are derived from litigation (12-2 per cent); 

(iv) the taxes on acts (non-judicial stamp duties and registration) are 
derived mainly from commerce and industry (o-J pel cent). 

8 From a practical point of view, the most important of these conclusions 
is that which relates to the distribution of taxation between town and eountiy. 
The rural population, in respect of their means of livelihood alone, ®> 

in the shape of land and irrigation revenue, no less than 72 per cent of the total 
income of the province : but in addition to this, they also contribute a cons^ciable 
part of the public revenue under other heads. It is true that both the judicial 
and non-judicial stamp duties on transactions which are specially common amongst 
agriculturists have, of. design, been kept at a low figure. Neverthe l the 
taxation paid by this class of the population under the heads of Exc.se, Sumps 
and Registration cannot be less than another more, and the percentage of their 
payments to total receipts from taxation cannot he less than 80 pei cent, to 
?his must also be added the local cess of 10 per cent on the land revenue, winch 
is the only important local tax, and amounts to another 70 lakhs. 

These figures, of course, do not prove that the rural population contribute 
either l>eyond, their capacity or more than their fair share of the public revenue; 
and before the latter proposition were established it would be necessary to allow 
for the incidence of central taxation, to which they contribute relatively far less 
than other classes. Yet the fact remains that of provincial taxation they contn- 
hute 80 per cent whilst of local taxation m rural areas they pay well nigh the 
whole. In the circumstances it is not surprising that the Council, a majority ot 
whose members represent rural interests, are in determined opposition to any 
attempt to impose any further taxation that will in any serious degree increase 
the present burden of the agriculturist. During the past few years that opposi¬ 
tion was manifested in connection with the taxation proposals of the District 
Boards Act the enhancement of the irrigation rates and the enhancement of both 
the court-fee and general stamp duties. It is a factor of which Government must 
always take account when thev are considering new measures of taxation : it is 
a factor of which the Committee are invited to take account in examining the 
nature of the present svstem of taxation. And it is a serious matter, for it has 
the effect of safeguarding from enhancements of taxation no less than 75 per 
cent of the total population. For our present purpose, it further means that 

• inclusive of the non-tax revenue which is incapable of any great expansion) no 

less than 75’4 per cent of the present revenue, namely, land revenue, irrigation 
revenue and non-tax revenue—must be regarded as well nigh fixed, whilst enhance¬ 
ment in respect of another 14 per cent (stamp duties and registration) would 
only be possible on condition that the entire enhancement fell-on that 25 per 

cent of the population that is not agricultural. It is only in respect of excise 

that the Council (setting moral before material welfare) would agree to any 
enhancement affecting the cultivator. 


9 Yet, quite apart from this consideration, the main defect of the existing . 
system of’ taxation is its lack of elasticity. 1 lake the main taxes individually. 

(1) Land reremte .—Land revenue in this province is a charge upon land, 
which in most districts can only be varied at intervals of not. less than thirty years. 
In most years there will be some addition to the total land revenue demand, 

which may amount to a lakh or two, but is generally less. This constantly 

recurring increase is due to two facts : first, the settlements of the different 

districts are not concurrent, but fall in at different dates and in rotation : 

secondly, when a re-assessment results in a considerable increase of revenue, the 
enhancement is not imposed all at once but in two or three instalments at intervals 
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of five years. This normal growth is likely to be much retarded in future as a- 
result of modern tendencies to modify the present terms of settlement. In any 
case, however, land revenue is incapable of arbitrary increase or reduction, and 
as a tax is thoroughly inelastic. 

(2) Excise.—The policy of Government is directed towards reduction of con¬ 
sumption, and has achieved considerable success in the past few years, much of 
which is of a permanent nature. There lias been, m consequence, a heavy loss 
of revenue since 1920-21 : and though there has been a slight recovery during 
the current year, there is no hope of any marked increase in the yield of this 
tax unless the duty is reduced, which would produce increased consumption and 
consequently is outside the sphere of practical politics. Government are contem¬ 
plating steps which may succeed in diverting some of the profits of the illicit 
distiller and the smuggler into their own coffers. Apart from this, however, 
no increase of revenue is likely, and the tax must be regarded as at best 
inelastic and even as dwindling. 

(3) Court-fees. —The Court-fees Act at present in force in the United Pro¬ 

vinces dates back to 1870. Since that date, the purchasing power of money 
has diminished, the market value of property has increased, ana the cost of the 
administration of justice has risen greatly, and is still rising, whilst the valuation 
of land was fixed at the . low figure of five times the land revenue. There is every 
justification for enhancing these duties, when additional taxation is necessary. 
The United Provinces Government have introduced the necessary Bill in three 
successive years. In 1922-23, Council refused it even a first reading, mainly on 
the ground that it would increase the burden of the agriculturist. In 1923-24, 
Government succeeded in passing a more modest measure, specially designed to 
spare the agriculturist, but in the teeth of vigorous opposition, and for a year 
only. In 1^4-25, Council determined to secure the maximum of retrenchment 
before agreeing to additional taxation, refused to renew the measure of the 
previous year.; with the result that the original Act is still in force, and the 
justification for enhancement still exists. There is no doubt that expansion is 
possible in this tax. The Bill of 1922-23, which proposed enhancements similar 
to those that had been passed in other provinces was estimated to yield 31 lakhs. 
The Bill of 1923-24 was estimated to yield 16 lakhs, but actually yielded only 
12 lakhs; this reduction was mainly the result of the restriction of its operation 

to a year, which enabled litigants to avoid the enhancement at the beginning 

of the period by premature institution of suits, and at the end of it by delaying 
such institution. A permanent measure could produce anything between 15 and 
30 lakhs according to circumstances : whilst, as experience has proved, rates 

of duty could be lowered as easily as they could be raised. This tax is there¬ 

fore reasonably elastic and also reasonably productive. 

(4) Non-judicial stamp duties .—The original Act is almost as old as the Court- 
fees Act, dating back to 1879 : and the reasons which justify enhancement of 
its duties are also much the same. Government in 1923-24 succeeded in passing 
a measure enhancing them : though here again it was found necessary to avoid 
increasing the burden on the agricultural population, by leaving untouched the 
duties on all transactions which were common amongst them. These enhance¬ 
ments were re-enacted in 1924-25 without serious opposition, and it may be hoped 
that they have come to stay. They produce some 8 lakhs of additional revenue, 
which could, if necessary, be increased to 15 or 16 lakhs by further enhancements. 
Reduction of the rates once enhanced could not, perhaps, be so lightly undertaken 
as a reduction of court-fees : for even beneficial changes are apt to upset com¬ 
merce and industry, for which stability of taxation is a matter of great import¬ 
ance. But on the whole the tax is both reasonably elastic and reasonably pro¬ 
ductive. 

(5) Registration.^ Registration fees in this province are undoubtedly low— 
lower, I believe, than in some other provinces. There have been some minor 
enhancements, and there is room for more. But only an undesirably large increase 
of rates would produce any valuable addition to the revenue : for the tax, as its 
present yield shows, is not highly productive. 

(6) Irrigation revenue. —Any variation in these must obviously be conditioned 
by economic causes over which Government have no control, viz., the general 
level of the prices of agricultural produce, and the consequent value of the 
water to its purchaser. This source of revenue, if regarded as a tax, is there¬ 
fore peculiarly inelastic. And the fact that, as a tax it would fall entirely on 
the agriculturist practically precludes any enhancement. 
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10. This completes the survey of existing taxes. But in considering the 
system of taxation, it is necessary also to take account of those taxes which 
under the Scheduled Taxes Rules, a Provincial Government have the power to 
impose. I take these also individually. 

(1) A tax on non-agr(cultural land .—In theory all land whatsoever is liable 
to land revenue, and in practice all land but land covered with buildings is 
•assessed to it. A tax of this kind, therefore, must necessarily fall on land 
covered with buildings and become almost indistinguishable from a tax on the 
buildings themselves. Such a tax could undoubtedly be very productive. 
According to the last census returns there are over ten million occupied census 
#< houses ” in the province, representing probably about 7 million separate 
buildings, and a very low rate would yield a very large sum. The tax also 
would be capable of easy enhancement or reduction, and would consequently be 
'elastic. None the less the imposition of the tax would present grave difficulties. 

(a) Since the rate must necessarily be graduated, an elaborate investiga¬ 
tion would be an indispensable preliminary to the imposition of the 
tax, which would probably consist of a survey to ascertain boundaries 
followed by a valuation. The process would be Jong, costly and 
difficult. 

lb) Nine out of the ten million census “houses” in the province are in 
villages, and the tax would, therefore, fall mainly on the agricultural 
population. As has already been explained, there is little chance 
that the Council would pass a measure which had the result of 
increasing the cultivator’s burden. Moreover, it would be contrary 
to prevailing custom : for the tenant’s house is universally regarded 
as part of nis holding, so that, in so far as the incidence of the 
land revenue falls on the tenant, he would be doubly taxed in 
respect of his house. 

(c) And if the tax were restricted to urban areas, its productivity would 
be very greatly reducod. Not only do the urban houses only number 
a million, but local bodies are entitled to impose a similar tax, and 
some have already done so. To avoid double taxation, it would be 
necessary to abolish these local taxes and assign a part of the 
provincial tax to the local bodies or in the alternative to allow 
them to take an additional tax in the nature of a centime additionel . 

(2) A tax on succession and acquisition by survivorship. —It is unnecessary 
to examine tlie potentialities of tiiis lax, as this is done in my answer to ques¬ 
tions 137 et seq. It is only necessary to state certain general conclusions— 

(a) that the tax is move suitable for a central than a provincial tax; 

(b) that it w^ould weigh heavily on the landed proprietors; 

(c) that it presents many practical difficulties both in respect of assessment 

and collection; 

(d) that, though it is reasonably elastic, its productivity in an upcountry 

province would not be so great as in presidency provinces, because 
of the absence of large successions. 

(3) Taxes on legal forms of betting , on amusements, and on specified luxuries .— 
So far as this province is concerned legal forms of betting and gambling begin 
and end with the betting ring at rare courses, of which there are only two 
(Lucknow and Meerut) of any importance. Amusements are not numerous : 
picture palaces and dancing halls are the only forms of amusement that are 
generally found even in the bigger towns. An amusement tax, moreover, would 
fall mainly on Europeans. There are also few luxuries. In 1923-24 this Govern¬ 
ment taxed motor-cars : tho tax was both unpopular and unproductive, and by 
no means easy to collect. A tax on tobacco is of small importance in this 
province (see replies to questions 121 et seq.) And no other luxury suggests 
itself—save possibly betel, which, if a suitable tax could be devised, would 
probably be a far more productive source than either motor-cars or tobacco. The 
yield of the proposed tax on betting and amusements was estimated in 1924-25 
at 1 lakh only : the actual yield of the motor tax in 1923-24 was only Rs. 1,86,000. 
These taxes, therefore, would be unproductive, unequally distributed and unpopu¬ 
lar—three very serious faults. 
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(4) A tax on advertisements. —Inasmuch as advertisement is still in its infancy 
in India, it is more important to encourage than to impede it. Such a tax 
"would be thoroughly undesirable: and as the only commercial and industrial 
firms that advertise to any great extent are European, would also be unequally 
distributed. Its productivity too would not be great. 

(5) (a) Registration fee — (b) Stamp duty.—As registration and stamps are 
provincial subjects, enhancement of existing fees and duties is within the power 
•of the Provincial Government, under the Devolution Rules : and the registration 
fees and stamp duties mentioned among the Scheduled Taxes can only be new 
fees and duties. There are doubtless documents, at present unregistered and 
unstamped, which might be made liable to both processes : but they cannot be 
numerous, and such a tax would scarcely be productive. 

11. The results of this detailed examination can now be summarised. The 
system of taxation of the province comprises eleven taxes of which at present 
only five are imposed. Out of the five existing taxes— 

(1) Two—namely, land revenue and excise—are for one reason or another 
incapable of more than slow and trivial expansion. 

(2) Three—namely, the judicial and non-judicial stamp duties and registra¬ 

tion fees—are capable of considerable expansion : though, in practice, 
it would always be necessary to regulate any expansion so as not to 
increase the burden of taxation on the agricultural class. 

Out of the six taxes in reserve—* 

(1) Pour—namely, the taxes on betting and gambling, amusements, luxuries 

and advertisements--would be so unproductive that they would not 
be worth the trouble involved in imposing them, except in times 
of dire necessity. 

(2) Two—namely, the tax on non-agricSural land and the succession 

duties—would be productive, but as they must fall heavily on the 
agricultural class, they would also be hopelessly unpopular. 

12. And as a whole, the system of taxation has two serious defects. 

(1) It is incapable of adequate expansion. Of its eight main taxes, three— 
namely, land and irrigation revenue and excise—are in practice well high fixed 
charges. And expansion by means of the other five—namely, the two stamp 
•duties, registration, the land tax, and succession duties—is in practice only 
possible in so far as no part of it falls on the agricultural class-—a restriction 
which greatly reduces the available scope of expansion. 

(3) Its two reserve taxes—namely, the land tax and the succession duties— 
would be difficult to impose and to collect. To this extent the system is also 
uneconomical. 

13. The position, therefore, is pimply this. Though the sources of taxation at 
the disposal of the United Provinces Government may appear to be ample, yet 
the nature of the system of taxation and especially its distribution are such that 
the scope for expansion is really very small. If all further taxation on the 
.agricultural class is avoided, I should estimate the fullest measure of additional 
taxation that is possible at 55 lakhs, as follows :— 

(1) Court-fees, 20 lakhs. 

(2) Non-judicial stamps, 12 lakhs. 

(3) Registration, 2 lakhs. 

(4) Tax on non-agricultural land (urban areas only), 5 lakhs. 

(5) Succession duties, 10 lakhs. 

(6) Minor taxes, 6 lakhs. 

But 55 lakhs is only 4 per cent of the existing revenue : and the province, in 
the words of Lord Meston’s Committee, has “ large arrears of administrative pro¬ 
gress to make up”—arrears much larger than 55 lakhs will cover. And even if 
further taxation were placed on the agricultural class, the figure would only 
become 125 lakhs or 9 per cent of the existing revenue. The plight of the pro¬ 
vince is parlous. There is little help to he found in the existing system of taxation. 
And unless the Taxation Enquiry Committee can assist the United Pr* 
vinces, then the province’s only hope lies in a remission of the contribution. 
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Mr. Blunt gave oral evidence as follows:— 

The President. Q.— You are the Financial Secretary to Government. What 
departments are under you? 

4 ._Finance, Excise, Stamps and agency subjects such as Income-tax and 

Opium. 

The President .—You have been good enough to send us a complete note and 
the Committee is very much obliged to you for it. 

Dr. Ilyder. Q.r- Kegarding classification of revenue, I take it that yom refer 
to Professor Bastable in this connection, and you have adopted his theory. In 
that classification, you have classed an item of revenue as a “fee for service” 
where the revenue is not sufficient- to pay for the service. 
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.4.—I think I have said so somewhere. I have explained it in my memo- 
randum. 

Q .—I do not understand what you mean by saying in paragraph 8 on 

page 428 that “It is only in respect of excise that the Council, setting moral 

before material welfare, would agree to any enhancement affecting the cu i- 
vator.” 

A .—-That is only a mild jest. 

The President. Q. —I think it would help us if you were to refer to the 
paragraphs which give us the information regarding the treatment of the 
various proposals for new taxation. 

.4.—You mean in the Council? 

Q .—Yes. You say that in the circumstances it is not surprising that the* 
Council, a majority of whose members represent rural interests, are in deter¬ 
mined opposition to any attempt to impose any further taxation that will 
any serious degree increase the present burden of the agriculturist. I take it 

that your province has been more unfortunate in respect of taxation matters 

than any other province? 

A. —That is so. The Acts in question are all mentioned in my memorandum. 
The first is the District Boards Act. Unfortunately I am not well acquainted 
with its history as I was on lea^e, but I drew up the original taxation propo¬ 
sals. What we wanted to do was to increase the amount that could be got by 
cesses. At present it is limited to 10 per cent, we wanted to put it at 15 or 20. 
as a maximum of course. In the discussions before the Act came before the 
Council, it was reduced to an extra 3^ per cent or something like that. Then 
in the Council it was reduced still further. I am not quite sure of the exact 
figure, but I think it is an extra 1^ per cent or so. No District Board has yet 
used its new powers of taxation. 

Q .—.Have you not subsidised the District Boards by very large grants? 

A, —Yes. 

Q. —Does your Finance Department agree to make grants when the Boards 
don’t raise taxation? 

A.—We have occasionally endeavoured to put forward our point of view 
but only / with a certain amount of success. 

Q. —Don’t you use the power which the subsidy gives you? 

A. —No. We have not yet done so. 

Q. —Don't you say that unless you tax to the maximum limit and exhaust 
all possible sources of taxation, we won't give you the subsidy? 

A .—We have not yet come to that stage. 

Q .—What was the second proposal for taxation? 

A .—The enhancement of irrigation rates. These rates were enhanced by exe¬ 
cutive orders in 1922. The enhancement was based on the ground that prices 
had risen and the rates were not sufficient, considering the value of the water to 
the cultivator. We had much discussion on this by means of resolutions in the 
Council. The new rates were in existence, for one year and at the end of 1923-24, 
the Government agreed to reduce the rates, so far as sugar-cane was concerned. 
The Government took a figure between the new and the old ones. The loss 
amounted to 5 or 6 lakhs on that one reduction. 

Dr. Hyder . Q .—Does your irrigation work pay well? 

-4.—Well, it depends on the way in which it is calculated. If you are going 
to judge the true commercial value of it, and take interest as well as working 
expenses into consideration, I think the profit would be about 20 lakhs of rupees 
net. I could give you the exact’ figures after working them out; but I think it 
is about 20 lakhs -net. 

Q. —Does that include the share of land revenue over these areas? 


A.—Yes. If you want these figures, I can get them worked out and give 

them to you. 

Dr. Paranj'pyi. Q , Have you got any new schemes of less productive charac¬ 
ter m irrigation works? 


2 E 
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A .—We have the big Sarda canals, two of them, which will water the whole 
•of Oudh. They ought to produce a net surplus, but it is impossible to say 
whether it will be enough for them to come within the classification of produc¬ 
tive. I have iieard it doubted. Besides that we ahvays spend a few lakhs on 
purely protective works, mainly tanks and reservoirs. This is in Bundelkhand. 

Q .—Then even your new schemes of irrigation when complete would allow 
you to pay all the expenses? 

.4.—You wish to know, I think, whether, when we have completed our irri¬ 
gation works, the whole system will give us a surplus. I should think it will 
give us an increased surplus, allowing of course for a share of the land revenue. 

Dr. Hyde.r, (^.--The total invested oh protective schemes is only a very 
small portion of the whole? 

A.—It is a relatively small portion, but it is quite a large figure. There is 
the Ken canal system in Bundelkhand and there is another small canal system 
in a tract of country further to the east. There are also a large number of tanks 
and reservoirs. Canal irrigation is a very valuable asset to Bundelkhand, 

The President. Q. —What were the other efforts friade to increase the 

revenue? lou have spoken about the District Boards Act and enhancement of 
water rates. 

A .—I will now take the enhancement of court-fees. It came before the 

Council for the first lime in the year 1922-23 nnd it was thrown out by the 
Council on that occasion. Various arguments were adduced; mainly they ob¬ 
jected to any extra taxation on land. That was their most serious argument. 

The Bill was again put forward before the Council next year and then too the 

main objection was that there was already a heavy burden on land. On the 
first occasion they objected chiefly to our attempt to raise the valuation for 
land from five times the land revenue. That was the main objection. 

The Maharajadhiraja Bahadur of Bvrdwan. Q .-—What do you mean by raising 
it from five times the land revenue? 

A .—Tf you have a suit connected with land you have to take a value of five 
times the land revenue for the purpose,of calculating: the court-fee and we raised 
it to 15 or so. The Council thought that it would be a heavy burden on the 
agriculturists. That was their main reason for throwing out the Bill. 

Q .—Why do you fix it from 15 to 20 times ? 

A.—It was a matter of fact a compromise between what it ought to be and 
what it was. 

The President. Q .—Have you not got anything passed till now? 

.4.—The next year the Bill was altered in such a way that the fees on suits 
in revenue courts were not enhanced and that the rates remained as they were. 
We did this by inserting a proviso giving a rebate. We also left out the ques¬ 
tion of valuation of land. We got that Act for one year. For last year, that is 
for 1924-25, we tried it again but they would not have it at all. The argument 
was mainlv that additional taxation was unnecessary. The history of the gener¬ 
al Stamp Act was the same, except that it. was passed for a second year and is 
still in existence. There again we avoided any enhancements on any documents 
mainly used by the agricultural population. 

Q. —What about the tax on amusements? 

4.—That was withdrawn. 

Q .—Stamp and Court-fees are lower here than in any other part of India? 

A.— Yes. 

Q .—About the taxes in detail—you say about the land revenue that the 
'‘normal growth is likely to be much retarded in future as a result of modern 
tendencies to modify the present terms of settlement”? 

A. —Yes. 

Dr. Paranjpye. Q .—Under land revenue you show an amount of 694 lakhs. Is 
it the total demand or the amount recovered ? 

A. —That is the estimate of the amount to be collected. We calculate by 
deducting an estimate for suspensions and remissions from the demand plus 
arrears. We also add and deduct advance collections. 

Q .—Allowing for the arrears and the advance collections, what is the annual 
demand ? 
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A .—It is something over 7 crores—I can give you the correct figure later on. 

The II on'hi e Sardar Jogendra Singh. Q .—With regard to land revenue does 
it operate as a tax in your province? 

Would you mind telling me what you mean by tax? 

Q .—A definition was given to us yesterday—that is, a payment for which 
the payer gets no specific benefit. 

.■I.—From that point of view it may be a tax, that is, if you take it in a 
very broad sense, but it is not so according to the usual view. 

Q. —How do you define water rate—is it also a tax on agriculture? 

A .—Most emphatically not. 

Q. —Can you define it in any' other way ? 

A. —I would define it as I have already said somewhere in this note, as what 
Seliginan c alls “ a public price ." 

Q. —Have you any idea about the State running a commercial undertaking 
like irrigation and putting an ethical limit to its profits? 

A. —The less the State runs commercial undertakings the better. Theoreti¬ 
cally there is no reason why there should be any limit to its profits but in prac¬ 
tice there always has to be. A State cannot run the risk of a charge of 
profiteering. 

Q. —With regard to the tobacco tax and succession duty, has any question 
arisen in the province itself or have you answered the question merely because 
it has been put? 

A, —The tobacco tax is not entirely a new thing. It has been considered here 
at different times for various reasons. The succession duty has been considered 
more recently at a time when Government wan concerned to find further sources 
of revenue and T worked the case out and put it before the Government. 

Q .—You have said something about the lengthening of the terms of settle¬ 
ment. Is it in the light of the notes left by Sir Harcourt Butler? 

.4.—No. 

Sir Percy Thompson. Q. —You say, that judged by the definition of land 
revenue as being a compulsory payment from which the tax-payer gets no direct 
oenefit, you call land Revenue a tax ? Take for instance the grant of ownership 
rights in nialguzari settlements. Does he not get those ownership rights subject 
to payment of land revenue ? Does anybody hold on any other terms other 
than, subject to payment of land revenue? 

A. —No. 

Q .—Is not that land revenue that he pays a payment for the use of a valu¬ 
able asset? 

A. —Yes, assuming that the land belongs to the Government. On the theory 
that,the land belongs to the Government, it becomes a mere rent in my opinion. 

But if you do not accept that theory and merely regard the payment as be¬ 
tween an individual .and Government it may bo called a tax, though I do not 
subscribe n\self to that view. Moreover, if it is a tax, it is a bad tax, because 
it is inelastic and unequally distributed. 

Q *—Do you sa 4 >» that it is something less than the economic rent ? 

A, —Yes, most certainly. 

The President. ’With regard to excise. We were told this morning that 

you lost about 50 lakhs. There were three causes for that, a gen urn©/movement 
for temperance, a change in the system and illicit distillation. 

A. —Illicit distillation is more an effect than a cause. The cause is chiefly 
a considerable rise in duties; in fact the decrease is due both to a temperance 
•wvement and to Government policy. 


2 e 2 
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Q. —The high duties are made up of the actual duty and the vend duty which 
takes the shape of a duty and this has the effect of imposing a different rate of 
duty for different shops? 

A.—Y* a. 

Q •—And the profit of the shop-keeper goes on diminishing until it comes to 
the vanishing point? In theory that would appear to be so. 

A .—That is a point which I raised when the proposal to introduce the sur¬ 
charge system was first put forward. But I was assured that in practice the 
diminution would stop well short of vanishing point. 

—Does not that put a premium on illicit practices by the vendor? 

A .—It certainly gives him a reason for wishing to indulge in illicit practices. 

Q -—-Is that compensated for by the difference in the class of licensee or do 
you think any licensee works ,for the profit he can get ? 

A. —From what I hear of the new licensees, they are now a totally different 
class of person. 

C*—Does he still not work for profit? 

A .—The theory is that his profit, though smaller, is certain and safe. 

{?.—We were told that all sorts of devices are adopted in order to stop sales 
when you get near the limit of profit, that is, if a man is getting near the stage 
at which he gets a very small margin of profit on any further supplies he will 
sell the small quantity for a higher price,. 

A .—I believe it is so. 

Q. —It has been the experience of every province that when you reduce the 
shops the mere monopoly would increase the auction fee? 

A.—Yes, it would. 

Dr. Ryder. Q. —You. have a fixed rate of retail price? 

A. —Yes. 

C*—So the vendor cannot make more money? 

A .—But he adulterates his liquor. He can make money in several ways. 

The President. Q .—Have you ever calculated the profits under the auction 
system ? I think that if you take the nominal or fixed retail price and multiply 
St by the quantity sold and deduct from that the auction fee plus the duty on 
liquor plus the contract price, you will fnd that in about ninety-nine cases out 
of a hundred the result will be a min us quantity. 

A .—I tiiink it quite probable that it would work out that way. 

Q ■—Perhaps the liquor dealer derives his profit from water. None of these 
calculations leads to a discovery of what his profit is ? 

A. —No. As a matter of fact we had a complaint from Benares that the profit 
was not large enough. I think it may be due to the fact that we have the 
bottle system there and they cannot adulterate the liquor. 

Q.~ You do not eliminate all those practices of adulterating the liquor merely 
by adopting the license system from the auction system? 

A. —No. You cannot change human nature—in fact it is obviously an incen¬ 
tive to sell his liquor at as high a price as he can. 

Q *—About illicit distillation, is it growing very considerably? 

A. —Yes. there is a separate note on that. 

Q .—In the review of the last excise report I find this passage :— 

“The Government desire to further temperance by all legitimate means. 

If licit consumption alone mattered, they would have succeeded sen¬ 
sationally. But they cannot help knowing that the real decrease is 
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far smaller than the returns suggest and they fear that it may have 
been bought at a high price. The gains held out hy illegal practices 
are driving people to crime, and the spread o£ illegal practices is weak¬ 
ening the State’s control of intoxicants to a point which may render 
it impotent to do anything for the cause of temperance. Anxiety 
about these matters has led the Governor acting with his Ministers to 
call a conference to advise him about them.'’ 

A.—Yes. 

Q, •—Can you give us the results of that conference? 

A .—I could not immediately. 

Q .—Can you tell us whether the general resist of the discussion was to con¬ 
firm the opinion that I have just read out? 

A .—I^think the view taken was that on the figures there was no certainty 
that illicit distillation had increased as much as was thought, but it was admitted 
that there was a great deal of it. 

Q. —In the Punjab we were told that even with an increase in the staff they 
could not control illicit distillation and in the Central Provinces they say that 
they are reaching the point of breakdown. 

A .—It has not yet reached that stage here, but it is getting perilously near 
it. 

Q. —When you get to that stage, is it possible to carry on without more staff? 

A. —I hope that we may do something by increasing the staff. 

Q. —Another line of attack or another difficulty arises through the very larg* 
smuggling of opium, etc. 

A. —Yes. There are two kinds of smuggling, one is smuggling through the 
province, and we seize large quantities from Malwa. The smuggling of crude 
opium has also grown considerably recently in this province. Last year the 
seizures of such opium were more than the amounts of the previous three year* 
taken together. It has grown to serious proportions now. I believe the Opium 
Department is going to take up that question and by concentrating cultivation 
make the problem easier to handle. 

Q .—Have you reduced the number of districts in which opium is cultivated? 

A .—The cultivation is now going on in as many as 29 districts but I think they 
are trying to concentrate cultivation. 

Dr. Paranjpye. Q. —Is there competition among the cultivators to get per¬ 
mission to grow opium? 

A.—Yes, I believe so. 

The President. Q .—What do yon say of the suggestion made this morning to 
establish a ganja monopoly also at Ghazipur? 

A. —That is a new idea. Perhaps the same agency can do both. But the 
trouble is that the plant grows spontaneously in many places, and I think it 
would be very difficult fo concentrate it. It would mean eradication everywhere 
-else, and it wffl take a good deal of eradication. I have seen it growing almost 
in hedges. 

Q -—You personally would like to see the court-fees raised? 

.4.—Yes. 

Q —In present conditions, do they pay for the courts? 

A. —No, taking civil, revenue and criminal together. 

Q. —Would you count criminal courts? 

A. —The court-fees would barely pay for civil and revenue courts. 

—Have you got village courts! 
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A. —We have got some panchayat courts. 

Q.~-~ Do they relieve munsifs of a considerable amount of work? 

A —I should not think so. That relief is afforded by honorary munsifs,. 

I believe that the panchayat court does not charge court-fees at all but simply 
takes a small sum, four annas or so per suit, to meet their expenditure. 

Q .—1 take it that if they were really relieving the munsifs it would be 
legitimate to debit them to the profit and loss account. I am not sure of the 
criminal courts. 

A. —That is precisely why I gave the facts both for the three courts together, 
and for civil and revenue courts by themselves. 

Would n oe legitimate to include private cases and exclude police cases? 

A. —That might be arguable but it will bo impossible to work out the figures 
In fact you cannot work out the amount of court-fees for each kind of °otirt 
without asking each individual court to examine all the cases disposed of to 
ascertain the court-fees collected. 

Q ,—Did you take into account pensions and interest on the cost of Govern¬ 
ment buildings? 

A. —I did not take these items; I got proof of what I expected without 
troubling about that. 

On the whole they are not paving their way? 

A. —Yes. 

Q. —In non-judicial stamps you would not have been in the unfortunate 
position in which you are, if the Government of India could claim central 
control. 

A ,—I quite agree. 

Q .—Leaving aside the Meston Settlement is it because of the awkward 
situation of having each province fixing its own stamps? 

A. —We do not get so much as we should from non-judicial stamps be cause- 
cheques, promissory notes and so on are very largely being impressed at 
headquarters in Calcutta or Bombay. 

Q. —As regards transactions in shares between two residents of Cawnprre 
do they pay stamp duty here or in Calcutta? 

.4.—Probably in Calcutta, because there is nothing approximating to a 
stock exchange in this province. 

Q .—Have you business concerns managed from Calcutta and Bombay? 

A. —Yes, and then we lose both on our income-tax and also on our stamps. 

Q. —Have you made any bargain with the other provinces? 

A. —No. But we have increased the number of our own stamping machines. 

Q ,—As regards nori-judicial stamps have you made any special study of 
the schedule to say which items ought to be more highly taxed and which 
should be taxed less? 1 

A. —I have not studied it recently, not since tw r o years ago. I should 
say that a good many stamp duties could certainly be raised but not many 
could reasonably be lowered. 

Q .—From registration you make 13 lakhs? 

A. —Yes. Registration pays. The department costs about lakhs but we 
have also to allow for the district registrars and therefore I should say the- 
net profit was probably 7 lakhs. 

Q —Is it legitimate on the ground that the State performs services in addi¬ 
tion to the mere service of registration ? 
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A. —By registration of documents Government gives the person a clear proof 
of titje. 

Q. —Have yon considered the question of raising the registration fees? 

A. —We have not considered the question except once three or four years 
ago. That was merely as a general question and not on individual items. 

<?♦—Was there never any exemption from assessment to land revenue for 
old village sites? 

A ,—Tn practice there was. In theory all land is supposed to be taxable. 
Tlje practice is that if land which at the last settlement was agricultural land 
has been built over, at the next settlement it will be assessed as if it were agri¬ 
cultural for that settlement, but in the succeeding settlement it will not be 
assessed. 

Q .—That is very illogical? 

A .—That is how it stands now in practice. 

Q. —Is there anything that corresponds to the ground rent in Madras? 

.4.—I have never heard of it. 

Q. —In tl e Punjab they have got an urban tax. 

A .—Is it a local tax ? 

Q .—What is the procedure adopted in respect of nazul lands? 

.1 •—In respect of nazul lands Government is the landlord. Most nazul is 
in municipalities, and what wc generally do is to let the municipalities have it 
and they give ns, I believe, a share of the income, about 25 per cent, I think. 

Q .—In the Central Provinces the process is the reverse. 

.4.—According to our system, non-agricultural land is mainly in the towns. 
The village sites are not taxed at all. In the towns, land would continue to be 
assessed ns agricultural land for one settlement after the construction of the 
house or building and in the next settlement it becomes non-agricultural land. 
It is the custom. If we had to work out a tax on non-agricultural land in a 
city like Lucknow the work would take a very long time. 

Q. —Don’t you think it would be good to assess it? 

A.—It would be excellent, if possible. 

Sir Per*'y Thompson. —When you assess the non-agricultural land it really 
becomes a tax. 

Tut President. Q. —Do you think there would be great objection in the case 
of the Lion-agricultural land? 

-4.—No. 1 do not think so. After all, it is like some existing municipal taxes. 

Will it bo a municipal rate? 

A.— The municipality will have the first call. If you class it as a provincial 
tax, you will have to allocate it. 

Sir Percy Thompson. Q .—When agricultural land is converted into a building 
site, do you think there will be objection to the increase in rates?* 

A. —I should think there would be no objection to the taxation in respect 
of its form. 

The Hon'bit Sardar Jogeiidra Singh. Q. —Ts not cess paid on land revenue? 
This will be an additional tax. 

A. —The cess goes to the District Board. 

Q .—How would you utilise this tax? 




440 


A. —Mainly for municipal needs. 

Q. —So it will be a double tax on the house. 

A .—That would occur if the tax was put on village sites. 

The President. Q. — It is not correct to say that it is a double tax. You 
will be paying land revenue on land which was already taxed. 

—At present it a man erects a uig factory outside the municipality he 
is liable to no tax. 

Dr. Paranjpye. Q. —On page 420 you say that succession duties should either 
be a central tax or at least he imposed by (life central legislature on behalf of 
the provinces. 

A.— Yes. 

Q p —Do you think the second alternative would be quite proper? Suppose a 
man has ^properties in two provinces, one here worth two lakhs and another in 
Bihar worth one lakh. How is it to be levied, because the total property left 
by him is three lakhs and the three lakhs would be taxed at a higher rate than 
the two. 

A .—The tax can be levied on the whole property and apportioned pro rata. 

Q .—Will you agree to the proposition that each province should tax on ite 
-own property and the higher rate should go to the Central Government? 

A .—T think the Central Government has nothing to claim. 

Q. —You suggest only legacy duty and not an estate duty? 

A. —Yes. 

Q.~~ -Don't you think that there is a theoretical justification for estate duty? 

A. —I do not quite see how you are going to compel anybody to pay. Sup¬ 
posing in the case of an ordinary joint family the property is left to two peoplo, 
one-third to one and two-thirds to the other how are you going to collect from 
the different beneficiaries? 

Dr. Pararijpye. —Get it from the one and ask him to share it with the other. 

The President. —T rather think that the Civil Justice Committee has made 
some recommendations about this. 

Q .—You say that this tax should be administered by the Revenue Depart¬ 
ment and not by the Income-tax Department? 

A .—A large part of these successions will relate to land and at the present 
time every heir has got to come to a revenue court to obtain the substitution 
of hi§ name in the record-of-rights when a succession or transfer occurs. Such 
cases are being dealt with daily by the assistant collectors and tahsildavs. A 
very large % part of all succession cases consequently comes to their notice already. 

Dr. Par an) pye. Q. — Is it going to be a central department so far as adminis¬ 
tration is concerned? 

A .—No; we could collect it. 

Q .—There would be a large number of legal technicalities in administering 
these duties. 

A .—I do not think that it is beyond the capacity of our Revenue Depart¬ 
ment. The^ include Commissioners and the Board of Revenue. 

Q .—You have discussed the difficulties about the joint family system. What 
■do you sav to this? If there is one man of the higher rank in order of relation¬ 
ship to others; then the duty should be charged on his death and if a joint 
family consists of two brothers with the father not living, then the property 
should be charged on the share of each brother. 

A .—Thai is very much the Madras proposition, I think. I shpuld not see 
any great objection to it except that joint families, in comparison with other 
families, would get a larger benefit. 
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Q .—When the two brothers remain, the law would practically regard them 
-as separate. 

*4.—In a complicated matter of this kind, the simpler you make the provisions 
the better. 

Q .—What is your basis for the exemption limit? 

A.- -The value of the estate I took at Rs. 25,000. A rate of 5 per cent on 
Rs. 25,000 would give an income of Rs. 1,250. Rs. 2,000 is the income-tax 
minimum. 

Q. —The succession is practically a windfall to the successor? 

A.— Yes, from the economic point of view. 

Q. —Don’t you think that a minimum economic holding would be a better 
guide to the exemption limit so far as land is concerned? 

A. —Yes, as a matter of pure theory. I have been taking everything from the 
practical point of view. 

<i?.—You might have a very low rate in the earlier stages, but the only 
theoretical basis for the exemption would be an economic holding. 

A. —I mav say that when I first drafted this table, my limit was put at 
Rs. 5,000. ‘ 

Q. —That is exactly what I would contemplate. 

A .—But I was advised that it was much too low. 

Q■ —Rs. 5,000 will be a reasonable economic holding. 

A —-It gives an income of only Rs. 250. Rs. 25,000, I may say, is the Madras 
figure. 

Q •—An estate below Rs. 5,000 would be exempt from any succession duty, 
and estates above would be charged on an ascending scale. 

A. —This table could be altered accordingly. 

Q •—You know, of course, that in England the rate of duty on very large 
estate is exceedingly high, especially for distant relations. 

A. —Yes. 

7^e Hon hie Sardur Jogendra Singh. Q.—Do you think that a death duty 
is practicable in your province? 

A .—I think I may say it is the least impracticable of our various taxes. 

Q .—On what grounds? 

A .—In the first place, I think it will be less difficult to assess; in the second 
place, it will be less difficult to collect. 

Q '—Would it not. fall heavily on landed estates, driving out capital and 
driving the landholders into the hands of money-lenders? 

A. —It would certainly fall mainly on land rather than on other property, be¬ 
cause property is mainly land. 

Q .—It would be effectively'shutting out capital. 

A. —Possibly, not necessarily. 

Q -—in the matter of land it would drive people into the hands of money 
lenders ? 

A. —That depends on the rates at which you fix the duty. 

Q.—In your province, how many estates go to the Court of Wards for indebted¬ 
ness ? 

A -—I can’t tell you how many go for indebtedness. I think we have 140 
estates altogether of all kinds. 
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Q •—Then you womld agree that the result would be that people, not being^ 
able to pay a cash death duty, would have to mortgage their estates, taking the- 
practical view ? 

A .—I do not think it is necessarily so. 

Dr, Paranjpye. Q. —Is it not a fact that estates with lakhs of rupees of annua! 
income go to the Court of Wards, because they are badly managed and go to- 
the devil? 

4.—Yes, 

Q. —He might as well give the money to Government ? 

A .—As to the devil? Yes. 

The Hon’ble Sardar Jogendra Singh. Q. —Ts that the popular view in the 
province ? 

A. —Probably any new tax will be unpopular. 

Q —After all, would you impose a tax like that without the consent of the 
people ? 

A. —You couldn’t of course. 

Dr. Paranjpye. Q. —But there is a demand for increased expenditure in the 
province ? 

A. —Yes, there is. 

The Hon'ble Sardar Jogendra Smgh. Q .-—No suggestion has been made 
in the Council th&t such a duty should be imposed ? 

A .—I do not remember any proposal for such taxation. 

Q .—In your note you very clearly point out that the burden on land is already 
heavy. Do you think the imposition of an additional burden justified? 

A .—T should like to make my point clear before this particular line of ques¬ 
tioning is pursued. When I wrote my note on the succession duty, X discussed 
it more or less from an academic point of view. I admit it is a tremendously 
difficult thing in practice t-o put on a tax like that; and I made clear in my 
original note that I thought it would fall heavily on landholders. 

Dr. Paranjpye. Q. —Would it be a heavy burden on the land or on the 
people who hold the land? 

A, —On the people who hold the land. 

—Not on the land itself? 

A. Not necessarily. 

The Hon'ble Sardar Jogendra Singh. Q. —Would it fall on the tenant or on 
the landed proprietor? 

A. —On both. 

The President . Q .—Do I understand you to say that the burden of land 
tax upon the land is excessive? 

A. —I carefully refrained from saying that. 

Q .—When you said that an estate would come into the hands of the Court 
of Wards, you did not mean it would come because of land revenue? 

A. —No. 

().—Does the Court of Wards manage their estates to make them pay their 
way? 

A. —It even makes them wealthy, if there is any chance of doing so. 

Q. —If the management of a landholder wore as good as that of the Court 
of Wards, he would have no difficulty whatever in paying his death duty? 

A. —No. 
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Dr. Paranjpye. Q .—You have just told us that the urban population to ». 
great extent escapes taxation, so far as provincial revenues are concerned at any 
rate. If death duties were levied, they would be levied equally on the 
urban as well as on the rural population. Moreover, the average size of the- 
property of a man in the city- is much greater than the average size of the 
property of a man in the village. 

.4.—I dislike arguing on averages, but I should say that there are a large 
number of the richer people in the cities. The large successions will probably 
be mainly in the cities. 

Q. —Consequently, if these duties we^e levied, you would get a far greater 
amount proportionately from the city people than from the villages? 

A. —-Yes, proportionately. 

Dr. HyJer. Q .—Is not the wealth of the people living in towns derived from* 
their possessions in the country-side. 

.4.—To a certain extent, yes; not entirely. After all, there is a professional, 
industrial and commercial population. 

Q .—A successful pleader, when lie makes money, generally buys lands in * 
village. 

.4.—Yes. 

Dr. Paranjpi/C' Q .—Wc need not waste too much sympathy over absentee 
landlords when we talk of sympathy with the agriculturists. 

A. —No. 

The Hon'hie Sardar Jogendra Singh . Q .—Are you correct in saying that 
the duty would fall more on the cities than on landed estates? 

-4.—I meant that relatively the urban population would pay more than the 
rural population with reference to their numbers and with reference to their 
wealth. The higher successions would be paying higher rates than the smaller 
ones. Taking 75 p$r cent of rural and 25 per cent of urban population, I should 
expect to get anything from 35 to 40 per cent out of the towns and the re¬ 
mainder out of the country. 

Sir Perry Thomson. Q .—On page 419 you say that as between graduation 
according to the size of the estate left, and graduation according to the amount 
inherited by each individual heir, you should on general grounds prefer the- 
latter for the main reason that, in the absence of anybody corresponding to the 
executor of a will, it would be difficult to fix the responsibility for paying the 
estate duty on any particular person. Don’t you think that even if you have it 
graduated according to the size of each succession estate, it would at any rate 
be desirable to have somebody corresponding to the executor from whom you 
could always collect the duty?* 

A .—It would simplify the position enormously, if it could be arranged. 

Q •—Do you think there would be any objection to that being provided by law? 

I remember that up to 1894 landed property passed to the owner arid not to 
the executor. Only under the Death Duties Act of 1894 was landed property 
made subject to a duty, when they found it necessary to require that landed 
property snculd pass to the executor. Would you object to a similar provi¬ 
sion being enacted by law? 

A .—If it could be done, it would simplify matters altogether. 

Q‘— Assuming that all property on death did pass to the executor, would 
you still prefer to graduate the duty according to the amount inherited bv 
each heir? 

A. —-My second .reason would still apply, viz., it will lighten the burden of' 
taxation. 

Q. —It is lightening the burden of taxation at the cost of revenue. 

A .—I should certainly prefer the estate duty from the mere point of view- 
of revenue. 
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Q .—Do you realize that in order to raise a given amount of death dutie* 
you would have to levy a very much higher duty if it were on the legacies than 
if you had it on the whole of the estate? 

A. —Yes. If there was an executor, I think I should be prepared to with¬ 
draw my objection. 

The President. Q .—Taxes on legal forms of betting, on amusements and 
on specified luxuries. I think, we have already dealt with betting and amuse¬ 
ments. What about your motor-car tax ? 

Dr t Paranjpye. Q. —A new proposal has been made to have a heavy motor 
tax on tyres. 

A .—That would have much the same effect as a tax on petrol. 

Q ..—It can be more easily collected and would be in exact accordance with 
mileage. 

A.—It would mean, I suppose, that tyres which now cost about Its. 100 would 
cost about Rs. 120, 

Sir Percy Thompson. Q. —That was proposed in England and a Committee 
sat on that proposal. 

A.—In England motor owners told me that they much prefer the tax on 
petrol to that on horse-power. 

Q. —The difficulty about petrol is the substitute. 

A. —The difficulty out here is that there already are licensing fees and a 
lot of regulations restricting the dealers. I did work out a bill for putting it 
on petrol, but there were about 50 sections to it; you have to make so many 
exceptions. 

The President. Q. —Do you think it fair for the Government of India to take 
the excise duty on petrol ? 

A. —-It seems to be entirely wrong that petrol should he. more expensive in 
the place where it is produced than it is in England. 

Q •—May we come to tobacco and betel? I am not sure you recommend a 
tax on betel. Would the same considerations apply? 

A. —Yes, very much; when it is cultivated, it pays land revenue. There are 
not very many betel plantations in this province, so far as T know. 

Q— Your conclusion is that the only possible form of taxation is a license 
fee on manufacturers and vendors of tobaoco 

A. —Yes. 

Dr. Paranjpye. Q. —Why on both? Ts it because you would get at the 
manufacturers by taxing the vendois? 

A .—That is true. 

The President. Q .~It has been suggested to us that you might apply a 
xnonopoly system to a limited area, coupling with that a limit of private posses¬ 
sion and require that the cultivator should sell his crop over and above the 
limit of private possession to a licensee or exporter. 

A. —How is it going to be enforced? 

Q .—Your monopolist would enforce it to a very great extent? 

A. —He would, possibly. 

Q .—Do they not work it with success in several Indian States? 

A .—I would much rather have the straightforward licensing fee. 

Q .—-But you must give him some protection against unlicensed sales. 

A. —You think that the cultivator himself would sell it illegally? 




445 


Q .—Unless you had a tremendous preventive force, anybody would sell it.. 

*4.—1 am afraid I have not considered this question. I shall have to tliink 
it out. 

Q .—It is something like the old distillery system. You would give him some 
measure of control over the cultivation? 

A .—It would certainly be a much simpler system from the point of view 
of Government, because you would not have to worry about vendors. The 
monopolist would select them. 

Q .—He is informed if there is any traffic going on in breach of his monopoly ? 

A. —Yes. 

Q. —In case of either sale or possession in excess, you would put the penalties 
pretty high. 

.4.—The whole thing is rather a small business as far as we are concerned. 

Dr. Parnnjpye.Q .—"Would you tax vend of tobacco? 

.4.—How would you arrange for taxing imported tobacco? 

Q .—You would have to license them separately? 

.4.—That is my proposal. 

Q .—But supposing you had a monopolist? 

The Pi*.indent .—He would be like a country spirit monopolist. 

A.— And the vendor of imported tobacco like the vendor of foreign liquor. 

(J .—He would have to pay a small vend fee? 

A. —Yes. The monopoly for country tobacco and the licence fee for im¬ 
ported is probably a simple method of doing it. 

Q .—You say the revenue is small matter, 1 think in Travancore it is seven 
annas per head of the population. 

A .—On how much tobacco? 

Q .—Travancore prohibited cultivation altogether. I think Patiala. State 
makes about 12 lakhs of rupees a year and the French territory, in a little place 
like Pondicherry, makes about Rs. 60,000. 

A .—T do not know where the money comes from. 

Q .—It is a much more productive tax than it looks. 

.4.—Apparently. 

The President. (^.--Another alternative that has been suggested is that you 
should impose an acreage duty ; you should require the licensee to cultivate and 
impose an acreage duty on the tobacco being delivered into the warehouse for 
export. 

A .— It will have to be a very high acreage tax to make sure that he did 
deliver. It would have to be something very nearly equal to the value of the 
tobacco. 

Q. —An acreage tax would force him to place the tobacco in bond. 

A .—The trouble is that you would have to put a high temporary tax on many 
small cultivators. I doubt if it will be a suitable method. 

Q .—Of the two, you would prefer the first alternative? 

.4.—I would. 

Q .—Would you apply the same thing to betel? 

A .—I do not know very much about it. 1 do not know how far it is grown 
in this province. 1 have seen only a few plantations. 

Q. —There is also a large Import of it? 

.4.—You would get your money by putting the tax on the vendor. 

Q .—Would those bo very unpopular taxes? 

A. —-I do not think a tax on betel will be very popular. 

Q .—Do you know if anybody would object to it as much as to a salt'tax? 

A. —I do not believe that there is any real objection to the salt tax. 

Q. —Advertisements; you don’t recommend any tax? 
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A. —Not at present at any rate. 

Dr. Hyder. Q. —Do you think these advertisements do any good? 

-4.—I don’t advertise myself, but I think it must pay. if it were otlunvi.^e, 
^people would not spend so much money on advertisements. 

The President. Q .— Two other taxes on consumption have been suggested to 
us, one on aerated waters and the other on patent medicines. Would you like 
either of these? 

A .—I have no objection personally to either of these. J do not know what 
the consumption of patent medicines is. 

Q. —Also a Government monopoly on explosives has been suggested. 

A .—My memory is rather vague about explosives. 

The ion'hie Sirdar Joy end ra Sinyh. Q. —You are opposed to any imposition 
of tax on agricultural income on the ground that it won’t bring in the necessary 
revenue ••ina the other reason may he that it may be breach of faith to 
impose any tax on ag-icultural lands which have been so far exempted. 

A.- —But surely there could he no question of a broach of faith if you merely 
substitute one tax for another. What 1 say is that it is less convenient, less 
productive and less economical. 

Q. —I' suppose you know that the land tax is very unequal in various dis¬ 
tricts. Do you think it would bo better if the land tax were permanently fixed 
and allowed to reach a certain level and then any income above that brought 
under the Income Tax Act, the revision of settlement being entirely stopped': 

.4.—You mean permanent settlement plus agricultural incomes brought under 
the .Income Tax Act. It is a very difficult question and 1 would like to think 
about it before I answer. 

Sir Percy Thompson. Or -Instead of talcing 50 per cent as you have now, if 
you take only one anna in the rupee on llie income, will it give sufficient 
revenue? 

A '.—It would give much less. But the principal objection is the practical 
difficulty. At the present moment settlements are at different stages. If you 
shut, all settlements down on a given date, some would be thirty years old, some 
would be twenty years old, and some would be ten years old, and the result 
would be inequality all round. 

The President. — \ understand he proposes to level up all the older settle¬ 
ments with the results of the settlements made recently, oil the basis of a 
sliding scale of prices. 

The IIon*hie Sardar Joycndra Sinyh Q.— When the new incomes come, 
they can be taxed and then assets worked out? 

A. —Then you will have to carry out all the processes incidental to settle¬ 
ment to discover the additional assets and then put an income-tax on them. 

The trouble about it is that instead of having a settlement every thirty years, 
you would have to have it about every 5 years. 

The President. Q .—Y'ou also propose to have a fee on marriages? 

A. —Yes. This is a proposal which has been made to me by Indian officers ; 

but whenever T mentioned it, I was greeted with delusion. 1 should not have 
been bold enough to put it on paper, if I had not found that both Professor 
Shah and Mr. Vakil also suggested it. 1 don’t think there is any objection to 
levying this fee and some experienced Indian officers whom I have consulted 
agree with me. 

Q. —You don’t think there will he anything to stir up hatred against Govern¬ 
ment? 

A .—Not more than a betel tax, for instance. 

Dr. Hyder. Q .—What is your basis for calculating that there are at least 
three marriages per village every year? 

A. —The figure was given to me by an Indian officer. 

The President. Q .— May we now go on to the division of tlie proceeds? 
Professor Seligman has put forward the possible plans—he recommends three 
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methods of division. You will find it in the questionnaire—there are five 
methods. He wants to scrap (1) and (5) and proceed on a combination of (2), 
(3), and (4). 

A .—I would agree to the scrapping of both (1) and (5). No. (5) is the 
old pre-reform system. No. (1) seems upside down to me. 

Q■ —Take, for example, income-tax. Each legislature might vote what rate 
it likes? 

-1.—Then the central authority would put on one income-tax and the local 
authority might put on a second smaller income-tax. 

Q. —It need not be. The central might be smaller and the local might be 
larger. It would depend on the need for adjusting their budgets. 

A ,—Theoretically we have already got Nos. (3) and (4). (4) is only in 

respect of the pie rate on income tax. 

Q. —Now we might run through the taxes one by one. Customs must be 
central. Is it not so? 

A. —Yes. 

Q .—Land revenue—provincial ? 

A.—Yes. 

Q .—Now income-tax. If you had a perfectly free hand, which of the three 
systems would you apply? 

A .—For income-tax I would apply No. (2). 

Q. —Then the difficulty would be to determine who is entitled to income-tax 
arising out of a particular area? 

A. —Yes^ Perhaps No. (4) would be preferable, on this account. You 
would have to divide the proceeds into three or more parts on some arbitrary 
plan. For instance, you might have a business working in the United Pro¬ 
vinces but with headquarters in Calcutta. Income-tax would be imposed by 
the central authority; they would take their share and give Bengal and the 
United Provinces each a share. 

Q -—Who is to be the authority to make these divisions? 

A .—I think it would have to be the central authority. 

Q. —You say you -would adopt No. (4). Then you will have a uniform rate 
for the whole of India. Would there not be a difficulty when you might get 
more or less than you want? Suppose the Central Government raises the tax 
simply because some particular province is hard up. 

A. —Then only one province will be taxed. 

Q •—'Not necessarily. If you have (4) you must have equal division. 

A. —And then the rest of Tndia would be taxed for the benefit of one pro¬ 
vince. I see the difficulty. T think on the whole th^t (2) is better than any¬ 
thing else though it seems desirable that the tax should be same everywhere. 

Q. —What do you think of stamps? It is again a question whether it ought 
to be imperial or provincial. 

A .—I think it must be No. (4). 

Q. —Wliat about Excise. 

A .—Personally, I hold most strongly that it ought to be the same all over 
India. 

Q. —Can you get a uniform rate of Excise duty? 

A .—What I meant was it must be centrally administered. 

Q .—Could you not have a basic rate? 

A .—You mean that the Central Government should get the basic rate, and 
the provinces get whatever addition they chose to make to that rate. I think 
that it will probably be a good method. It would enable different provinces 
to carry out their different policies. For instance, if one province only cared 
about its excise revenue and another desired, to restrict consumption, they could 
do so by adopting different rates of duty. I think that a basic rate for the 
Central Government with additional rates for the provinces would be suitable 
in' this case. 
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Q •—Do you think you could do this without interfering with the right of 
the provinces to enforce temperance? 

A .—Certainly, in the way that I have described. 

Q. —What about tobacco ? 

A .—It varies so much all over India that it is better for it to be a local tax. 

Q. —Can you impose a central excise duty? 

A .—That might not suit all provinces. I imagine Madras can make a tremen¬ 
dous amount out of its cultivation and manufacture of tobacco. In this pro¬ 
vince we have very little cultivation and practically no manufacture. And by 
putting on a central excise duty you may be harming Madras' source of revenue. 

Q •—So as long as the consumption is outside the province they will not be- 
hurt ? 

A. —If you had an excise duty, and also gave the provinces power to put a- 

duty on manufacture and cultivation I think the excise duty might be central. 

Q •—If you have an excise duty you can hardly have another tax as well. 

A. —That’s the difficulty. And that is why I think it is better to keep it 

local. 

(?.—Could one province work its tobacco system to the full if the other pro¬ 
vinces are not taxing tobacco ? 

A .—Then I think there will be much smuggling. 

Q .—There was another suggestion put forward just now, selling by mono¬ 
poly areas. Do you think it will work? 

A .—I think it would. 

Q. —Death duties. What about succession duties? 

A .—I have already said in my note that they should be central. 

Q. —Would you like it to be No. (4) ? 

A.— Yes. 

Q. —May I just call your attention to the last page* of the Annexure* 
to the Questionnaire which says “ We propose therefore a personal 
tax which shall be levied consistently upon the principle of taxing 
everyone at his place of domicile for the support of the Govern¬ 
ment under which h*e lives : a property tax upon tangible property, 
levied objectively where such property has its situ* and without regard to 
ownership or personal conditions, and finally for such States as desire to tax 
business, a business tax which shall be levied upon all business carried on 
within the jurisdiction of the authority levying such tax”. This is a finding 
of the Committee appointed by the National Tax Association. Now you will 
say the personal tax in this country is the income-tax. 

A.—Yes. 

Q. —Property tax is the municipal house tax? 

A.—Yes. 

Q-—Business tax is the municipal profession tax ? Which is coupled in 
Madras with the tax on companies levied up to a maximum of Rs. 2,000 based 
on capital. 

A.—Yes. 

Q .—Generally ^speaking all these principles commend themselves to you. Is 
it not so? 

A .—I think so, on the whole, but the term “personal tax” is rather unfor¬ 
tunate as it might be considered a poll tax. The income-tax, however, is obvi¬ 
ously national, I am not so clear about the property tax. 

Q .—I mean that the taxes should be provincial. 

a .— Leaving out the third I should say personal tax should be provincial, 
and the property tax should be local. 
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2lst February 1925. 

Lucknow. 


Present : 

13ir Charles Todhtjnter, K.C.S.I., I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I., Mah&rajadhiraja 

Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jogendra Singh. 

Dr. B. P. Paranjpye. 

Dr. L . K. Hyder, M.L.A. 


Mr. A. W. PIM, C.I.E., I.C.S., Commissioner, Allahabad 
Division, was examined. 


Written memorandum of Mr. Pirn. 

Q. 106. —As a theoretical proposition I agree, but the distinction appears to 
rjme to have very little value wnen applied to Indian conditions, where for example 
local 'authorities have no responsibilities for police or the administration of 
justice. 

Q. 207. —I have not got the Schedule Taxes Rules, but would give wide 
scope for taxation to local bodies so long as they did not involve restrictions on 
general trade or encroach on Imperial or Provincial fields of taxation. It is 
desirable to encourage initiative in this matter. Unsuitable taxes could always 
be vetoed. It does not seem necessary to make the levy of specified taxes 
imperative. Local conditions will do that in any case as regards the main sources 
of income and the recent attempt in these provinces to enforce direct taxation 
on small municipalities in place of octroi has not been a success. 

Q . 108. —Octroi and—in pieces which are not large trading centres—terminal 
tax are unsatisfactory taxes from an economic point of view but under Indian 
conditions it is impossible to dispense with them. Land cess has the drawback 
of falling only on one class but it also is essential for District Boards so long 
as the present system of land revenue is retained. 

Q. 109. —The criticism does not apply to terminal tax to the shme extent, 
provided that it is only applied in suitable places. In places which are large 
centres of trade terminal taxes can be at low rates and confined to the principal 
staples on which collections can easily be made by the railway companies and 
under a simple system of tolls. The complications of refunds are also avoided. 
Applied to cities which are not large centres of trade, terminal taxes are as 
bad as octroi except for avoiding refunds. Octroi is liable to be extensively 
evaded, usually by setting up small markets outside octroi limits, of which 
instances are numerous, and sometimes by transferring trade to neighbouring 
towns. This is apart from evasion by corruption of which there is a good deal. 
Evasion by setting up new markets or by transferring trade is more common in 
the smaller cities and has occurred, for example, in the Fatehpur and Etawab 
districts of this division* 

It also occurs in cases of terminal taxes imposed under not very favourable 
conditions. 

Q. 110. —The main reason is the impossibility of imposing and collecting heavy 
direct taxation in India through local bodies. Those reasons are still very 
strongly operative as recent experience in this province has shown. 

2 F 
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Q. ill.—l do not consider that there is any justification for the generaF 
maintenance of tolls in any area. Tolls for a particular purpose such as paying: 
for a new bridge and for a limited terms of years are justifiable. 

Q . 112 .—As regards the land revenue it is essential that it should be levied' 
from the owner under the zamindari system which prevails in this province. 
As ‘regards the cess, which* is A percentage on the land revenue, it is collected 
with the land revenue and the Act allows the zamindar to recover three-fifths of 
the excess over 5 per cent, on the annual value from the occupier. In practice he 
recovers a good deal more from tenants not protected by rights of occupancy. 

As regards house and land tax, it seems fair to levy the tax from the owner 
or superior lessor and under the conditions of Indian cities it would be very 
difficult to levy it from the occupiers. How far the owner is able to recover- 
from the occupiers depends on supply and demand and in most cities of these 
provinces the owner is able to shift the burden on to the occupier. In an 
expanding city like Cawnpore rents are extortionate. 

Q. 118 .—As regards land cess there are good reasons for limitation. The- 
landowner pays up to 50 per cent, of his receipts in land revenue plus 5 per cent, 
of the annual value (*.«., 10 per cent, of the land revenue) in land cess, and the- 
cess may be up to 6i per cent, of the annual value. Land pays therefore its full 
share both to provincial and local taxation and if is not desirable that any chance 
majority of city residents in a District Board should be able to increase taxation 
on land indefinitely. 

As regards a tax on lands and houses I see no reason why a limit should" 
be imposed and the local Act does not in fact impose any limit. No local body 
would venture to put on a really high tax. 

Q . lllf ..—In the municipalities of this division only Cawnpore and Allahabad 
have house taxes. The limits are for Cawnpore Rs. 72 per annum and for 
Allahabad Rs. 36, but the latter is being raised to Rs. 48 per annum. 

The inclination is to put the limit too low rather than too high, as the poorer 
classes do not find many genuine advocates in local bodies. 

Q. 115.—1 doubt that the policy of rating on undeveloped value and of 
exemption of improvements is practicable under the conditions of Indian cities 
but I also think that it is a question deserving detailed investigation together 
with the connected problem of the taxation of unearned increment. This is more 
especially true of expanding cities such as Cawnpore and, to a lesser degree, 
Lucknow-and I consider it a matter of great importance that i::e possibilities of 
action on these lines should be investigated. 

Q. 116 .—Profession taxes were at one time levied in Cawnpore and have also 
been levied in some of the smaller municipalities. They are not applicable to 
a large city and have, I think, all—or nearly all—disappeared in the smaller 
towns though analogous taxes continue in cantonments. The professions most 
easily taxable are precisely those likely to be most strongly represented in 
municipal boards and they are naturally inclined to try and spread the burden 
over a wider area either by going back to indirect taxation or in some cases, 
by changing over to a tax on circumstances and property. 

Q. 117 .~As said in my answer to question No. 106, I consider that the distinc¬ 
tion is of little use under Indian conditions. Water supply and lighting may be 
classed as local or beneficial, but sanitation and conservancy, roads and education 
which are the other principal branches of municipal expenditure are partly 

onerous and partly beneficial. I consider that the Local Government has done 
too much spoonfeeding of the larger cities, so taxing the country for the benefit 
of a few cities which should be made to rely on their own resources to a larger 
extent. As regards municipalities I am particularly opposed to any unconditional 
contribution. in aid of municipal funds. Whatever assisTanc© is given should 

be for specific purposes connected with education, sanitation or water supply 

and the grants should be made under definite conditions to be enforced by 
inspection. 

The amount of the subsidy should vary according to the purpose of the grant, 
the degree in which the work was of more than local importance and the 

financial condition of the local* body. For example large pilgrim centres would* 
deserve special consideration as regards grants for sanitary improvements. As a 
rough general rule grants should never exceed 50 per cent, of the cost of anjr 
-work and should, as a rule, be much less. 
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- As regards District Boards, conditions are different. There is a large number 
of boards, all expected to reach more or less the same standards in education, 
sanitation, medical and roads, but possessed through no fault of their own of 
very varying resources. In their case it is necessary to assist the poorer boards- 
by general graitfs-in-aid so as to make it possible for them to attain a certain 
minimum standard in the main branches of their administration. Any additional 
grants-in-aid should be for specific purposes and under definite conditions as in the- 
case of municipal boards. 

Further as it seems certain that the only practical method of controlling 
local bodies in the future is by a properly regulated system of grant-in-aid given 
for specific purposes and subject to inspection and check by the central authority, 
I consider that grants to District Boards should gradually be made to approximate 
to this system. 

Q. 11 $.—As regards education there is such a stimulus, but it extends only to 
making education general, not to making it good or on sound lines. 

As regards sanitation and road maintenance, there is no such sufficient local 
stimulus to secure reasonable efficiency. 


Q. 160 .—I consider that such * benefit 1 services as water supply should pay for 
themselves and that a house and land tax should form part of the system of 
taxation in all large cities, but under North Indian conditions it is entirely 
impracticable to levy the balance of the necessary income by direct taxation. 
Indirect taxation in the shape of some system of octroi or terminal tax cannot 
be dispensed with. 

An attempt it abolishing indirect taxation in the smaller towns of these 
provinces was made from J916 onwards. It has failed, as small local bodies will 
not collect direct taxes, more especially from the influential classes. Even in 
the : large cities, there are usually considerable arrears in water rates qnd taxes 
and heavy direct taxes would certainly be impossible to collect through the 
agency of municipal boards,, 

Q. 161 .—Theoretically it is not satisfactory as the burden does not fall heaviest 
on those best able to bear it but in practice there is no alternative under present- 
conditions. 

As legards a limit, see my reply to question No. 113. 

Q. 167 .—I consider it most eminently applicable to conditions in India. 

Q. 111 .—My experience certainly supports this view but I am afraid that 
such a measure would be impossible in India of to-day. No Government and 
politician would take up such an unpopular measure. 

^ * s . generally accepted belief that local bodies in the west are autonomous 
bodies m all respects and that any suggestions. to the contrary are merely under¬ 
hand ways of trying to maintain the old system here. An unprejudiced considera¬ 
tion of the matter is at present impossible. The name of Local Government- 
Board is partly responsible, as everyone believes it to be a board of elected 
politicians. 


There is nothing that local bodies value so much as their patronage and any 
matter of this kind, even if a subordinate is concerned, always secures a full 
meeting. There is intenso jealousy of any interference in rights of appointment 
and control and even the mild attempts which have been made to obtain some 
security of tenure for the Chief Executive Officers of local bodies are resented Any 
conference of persons connected with local administration is, in these provinces 
at any rate, anxious to press for relaxation of control and they will always fin d 
plenty of leading politicians to back them. With occasional outstanding exceptions 
the members of local bodies have little real feeling of responsibility in these 
matters as, is painfully realized by the Chairmen of boards even by those whose 
political prominence adds weight to their position. 


For example-when the Vice-Chairman of a District Board temporarily acting 
aa Chairman recently put the school teachers on duty to canvass for him in his 

tulnly a 0 sl mm^"f°it. e ^ * haV * pr ° tested th ™* h 


I consider that a proper system of grants-in-aid is the only hopeful method 

J* l0 - Cal bodl6 -l , at Present and even this will be^Tways liable- 

to be interfered with by irresponsible action in the Legislative Council. 

2 F 2 
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letter No. 3279-XXJ3-11, dated the 9th February 1926, from A. W. 
Pim, Esq., C.I.E., I.C.S., Commissioner, Allahabad Division. 


With reference to your letter No. U. P.-$18 of the 3rd February 1925. I 
have the honour to say that my answer to question No. 107 was based mainly 

my five years’ experience as Local Self-Government Secretary to Government 
and the information which you require can only be given by the Secretariat. I 
have asked the present Secretary to Government for the necessary information and 
shall forward it when received. In this division Fatehpur is a typical instance 
of an attempt to introduce direct taxation in place of octroi and of the failure 
of that attempt, resulting in a reversion to octroi. 

The reasons for such a reversion were similar in all cases and were as- 
follows 

(1) the want of elasticity of the direct tax and its inability to cover 

expenditure—this factor was very prominent in the case of Fatehpur 
which is a poor and decaying town; 

(2) the great unpopularity of the direct tax; 

(3) the incapacity of boards to make equitable and adequate assessments; 

(4) the difficulty of collection, 

2. With reference to question No. 109, my answer was partly founded on the 
numerous cases in the Secretariat in which applications were made for the exten¬ 
sion of octroi limits owing to the setting up of small markets just outside them. 

As regards more distant transfers of trade, the octroi system is of such old 
standing in these provinces that it is not possible to measure the effects of its 
initial imposition, but it certainly seems probable ihat the existence of octroi has 
been one factor in the transfer of trade from Fatehpur to Bindki in the Fatehpur 
district and from Etawah to Bharthana and other small towns in the same district. 
Proximity to Cawnpore has however been another factor in the changes and I 
do not think that it is possible to measure their separate effects. 

3. As regards terminal taxes imposed under unfavourable conditions full infor¬ 
mation on this subject can only be given by the Secretariat and I have asked for 
papers throwing light on this point. The course of events was however approxi¬ 
mately as follows :— 

A committee was appointed by Government to investigate the question of the 
abolition of octroi and it reported in favour of the introduction of terminal taxa¬ 
tion in a number of towns. 

Tho question was taken up for those towns, but in the case of some large 
cities such as Lucknow and Benares it was recognised from the start that the 
finances of the boards were loo precarious to admit of experiments in taxation. 
Elsewhere proposals were framed and in a certain number of cases the change 
was made, including in this division Etawah and Farrukhabad, the former under 
favourable conditions, the latter under less favourable. Experience soon showed 
that evasions of terminal tax were possible on a considerable scale, more ■ 
especially by the use of stations within ordinary carting limits from the municipal 
area and the impression spread that receipts from terminal tax would be much 
b^low those from octroi; an impression which was probably partly founded on 
the results of unfavourable trade conditions. This impression strengthened the 
opposition to any change and a number of towns^ including Allahabad in this 
division, made representations that they could not afford to change octroi for the 
new system pointing out in the case of Allahabad that the facilities for evasions 
of the tax through the use of outside stations made a heavy loss in income 
probable. 

These objections were as a rule accepted and the change was not forced 
on boards though the evasions could be—and have since to a large extent 
been—checked by the imposition of special tolls. In the really unfavourable 
cases, therefore, ‘terminal taxes were not actually imposed as it was recognised 
that they were not likely to work well. 

In towns such as Farrukhabad which are not very favourable for such a tax 
it has nevertheless worked fairly well when evasions had been checked, but it 
has been necessary to fix rates of tax on some of the staple articles of food 
which are little less than those prevailing under the octroi system. 
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Letter No. 3317-XXn-ll, dated the 11th February 1926, from. 
A. W. Pim, Esq., C.I.E., I.C.S., Commissioner, Allahabad. 
Division. 


In continuation of my letter No. 3279/XXII—11 of 9th February 1925, I 
have the honour to forward statements showing the action taken in these provinces 
towards substituting direct taxation for octroi. 

Of thirty-nine towns in which the change was carried into effect, eighteen 
have reverted or are reverting to indirect taxation in the shape of octroi or 
terminal tax. 

Of the balance of twenty-one much the greater proportion are towns of small 
importance and four have been reduced to the status of notified areas. 

The extent of the reversion is less than I had supposed but is nevertheless- 
extensive. 


STATEMENT 1. 

A. 1. Number of municipalities in which octroi w r as abolished and 

replaced by direct taxation ... ... ... 39* 

2. Number of such municipalities which have since reverted to 

octroi ... ... ... ... ... $ 

3. Number of such municipalities which have since introduced 

terminal tax ... ... ... ... ... 2 

4. Number of such municipalities from which proposals for 

octroi or terminal tax are still pending ... ... 7 

B. Number of municipalities in which the proposal to replace octroi 

by terminal tax was dropped after draft proposals had been 
framed by the board ... ... ... ... 5 


STATEMENT 2. 

A. 1. Municipalities in which octroi was abolished and replaced by direct 
taxation— 

1. Deoband. 

2. Boorkee. 

3. Muzaffarnagar, 

4. Kandhla. Since converted into notified area. 

5. Kairana., 

6. Ghaziabad* 

7. Sardhana. Since converted into notified area. 

8. Sikandarab&d. 

9. Sikandra Rao. 

10. Atrauli. 

11. Kosi. Since converted into notified area. 

12. Firozabad. 

13. Mainpuri. 

14. Etah. 

15. Soron. 

16 . Jalesar. 

17. Bijnor. 

18. Chandpur. 

19. Dhampur. 

20. Nagina. 

21. Najibabad. 


•Four have since been converted into notified areas. 
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STATEMENT rf 

22. Amroha. 

23. Sambhad. 

24. Visalpur. 

25. Fatehpur. 

26. Lalitpur. 

27. Mau. 

28. Orai. 

29. Kalpi. 

30. Kunch. 

31. Azamgarh. 

32. Almora. 

33. Sitapur.. 

34. Khairabad. 

35. Sandila* 

36. Manpara. Since converted into notified area 

37. Sultanpur. 

38. Bela (Partabgarh). 

39. Nawabganj (Bara Banki 1 ). 

A. 2. Municipalities which have since reverted to octroi— 

1. Sikandra Rao. 

2. Firozabad. 

3. Soron. 

4. Jalesar, 

5. Etah. 

6. Bijnor. 

7. Amroha. 

8. Fatehpur. 

9. Sandila.. 

A. 3. Municipalities which have since introduced terminal tax-- 

1. Bela (Partabgarh). 

2. Muzaffarnagar. 

A. 4. Municipalities from which proposals for octroi of terminal tax are still 
^ Octroi. 

] 

^ Terminal tax. 

s 

B. Municipalities in which the proposal to replace- octroi b$ terminal tax 

was dropped after draft proposals had been framed by the board— 

1. Shahjahanpur. 

2. Allahabad. 

3. Jhansi. 

4. Lucknow.. 

5. Fyzabad. 


pending— 1 

1. Kairana 

2. Mainpuri 

3. Deoband 

4. Roorkea 

5. Nagina 

6. Bisalpur 

7. Tandai 
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Mr. Pirn save oral evidence as follows 

The President . Q. —You are Commissioner of the Allahabad Division? 

Yes. 

Q *—You have been Secretary for Local Self-Government for five years? 

A. —Yes, some time ago. From 1913 to 1918. 

Q ‘—You have been asked to give evidence on behalf of the Local Self-Gov¬ 
ernment Department. 

A.—I understand so, but this does not mean that I am giving the views of 
Government. 

—Might we clear the ground by putting iyou a question as to what the 
various local taxes are ? In the Central Provinces we find that the District 
Boards—which are called District Councils—practically can levy almost any 
tax. In the Punjab you can levy any tax under the Scheduled Rules. In the 
United Provinces, you find a very large number of taxes levied by the muni¬ 
cipality. but the District Board can levy only the cess and a tax on circum¬ 
stances and property. 

A. —Yes. There are minor sources of income like ferries, but there are onljp 
two taxes for District Boards, 

Q ♦—Does the Board fix the amount ho be collected from a particular area 
in respect of the circumstances and property tax ? 

A .—Iti is a new tax and is not yet actually in force in any district. The 
Allahabad Board is considering the matter and it is only in the first stage. 
The rules have still to be framed, but so far as I am aware the tax will not be 
apportioned in this way. 

Q .—Under the Municipal Act there are 13 different taxes specified. I 
understand that some of them are alternative taxes. The first is the tax on 
the annual value of buildings. Can that be levied simultaneously with a tax 
on circumstances and property? 

-4.—I do not remember any case. There is no definite rule forbidding it. 
Generally speaking, it is only in the smaller places that you have the circum¬ 
stances and property tax. 

Q •—Would it be legal to tax. the same property twice over? 

4.—The question has never actua% come up. I do not think a proposal to 
dc so would be sanctioned. As far as the law goes, it is not forbidden except 
as regards imposing both a circumstances and property tax and a general tax 
on trades and professions. 

Q —What is the difference between profession tax and the tax on circum¬ 
stances and property? 

4.—Profession tax is a tax on specified professions or trades. Circumstances 
«nd property tax covers much the same ground as income-tax. 

Q .—Profession tax is more restricted in scope? 

A.— Yes. 

Q •—You have nothing like the Madras profession tax? 

A .—The Act provides for two such taxes, the first on trades and callings 
deriving special advantages from or imposing special burdens on the municipal 
services, and the second, a general tax on trades and callings. The latter cannot 
be imposed in addition to a tax on circumstances and property. 

Q. —It is not the same as the Bengal tax on dangerous trades? 

A. — No. 
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—I have seen a notification imposing a levy on the cloth* merchants ofc 

Etah. 

A .—I am not aware of that. 

Q .—Brick burners are also taxed. Is it an offensive and dangerous trade? 

A .—Brick burners are taxed because of the damage they do to the roads. 

Q .—Do the cloth merchants get any special advantage from the municipal) 
administration ? 

A. —I do not know the conditions in Etah. 

Dr. Hyder. Q .—The assessment on circumstances and property is one rupee 
per cent, from Rs. 101 to Rs. 5,000, and one-eighth of the estimated rental 
value of the house or shop. 

A .—At present the tax is contemplated in the case of the Allahabad District 
Board. It wiill simply be on income in the rural areas. 

The President. Q, —It is both an income and property tax ? 

A. —Yes. 

Q <—You cannot levy water-rate in anticipation of providing a water-supply. 

.4.—I do not think that has been done. The Act only lays down that alb 
receipts must be spent on construction or maintenance of the supply. 

Dr. Paranj'pye. Q .—The municipality has the public funds for general use 
on objects like water-supply. Why should it not be allowed to collect the sum 
in advance ? 

A .—Legally it is possible, in practice I do not think that the tax could be- 
levied long before construction was commenced. 

Q. —What about octroi and terminal taxes? 

A. —Octroi is collected on goods imported into the locality. It is refunded 
when the goods are exported from the locality. Terminal tax may be levied' 
either on exports or imports. It depends on the nature of the things and on 
convenience. 

The President . Q. —Municipalities have wider powers of taxation than the- 
Local Government. 

.4.—Apparently they have in certain directions. 

Dr. Paranjpye. Q .—If a municipality wants to levy a tax which is not 
nithin the power of the Local Government itself to levy, will it have to take- 
the sanction of the Government of India? 

A .—This depends, I think, on when the Act empowering the Board to levy 
such a tax was passed. 

Sir Percy Thompson. Q. —There was a Committee in 1908 that considered' 
these questions. 

A .—They recommended that in the smaller places octroi should be abolished,. 
8nd that in the larger places octroi should be replaced by terminal tax coupled- 
v.ith direct taxes of some kind. 

Q. —What happened as a result of those recommendations? Where they 
adopted by the Government? 

A.—They were adopted and the change was made in all or nearly all the- 
places recommended. I have sent in a list of those places. 

• 

Q. —How do you account) for the fact that direct taxation is not levied it* 
the North, whereas in the South the local bodies raise most of their revenue* 
from it? 
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A. —I imagine it must mainly be a matter of custom. Also the remark only 

applies to the larger towns. The smaller town areas and District Boards- 

depend entirely on direct taxation. Even in the larger towns direct taxation 

gjves a considerable proportion of the income. 

Q •—Don’t you think that a house tax is a fairer tax than octroi? 

A ,—It is a fairer tax; but it would be very difficult to collect if levied at 
Other than very low rates. 

Q. —Can the Provincial Government exercise any pressure to induce a resort 
to house tax ? 

A. —It has repeatedly done so and without such pressure few towns would 
have made the change. 

Dr. Hyder. Q .—In the list of municipalities where octroi was abolished 

and replaced by direct taxation I find Nos. 9, 10, 13, 14, 15, 16 and others- 
which, so far as my knowledge goes, are very small towns or rather sleepy 
hollow's. Only some people live there in rich houses and you could not possibly 
impose a levy on the whole area. 

A. —Most of them are backward but some of them have considerable trade. 
Indirect taxation in the shape of octroi is partly popular in the towns, because- 
a considerable part of the income is derived not) from the town, but from the 
people who live in the wider area round the town, and who use it as their 
market. 

Q .—Is the burden of octroi or terminal tax greater on the markets of the 
town ? 

A. —In large centres of trade, terminal faxes are certainly a lesser burden. 
When there is little trade the burden is much the same. 

Q .—It looks as if the tax on trade is becoming intolerable when trade begins- 
to shift from the town? 

A. —Yes, that is a danger, but many causes affect the shifting of trades. 
If octroi is pushed too high, it certainly must tend that way. 

Sir Percy Thompson. Q .—Are the rates under the terminal tax larger than- 
under octroi? 

A. —-They are generally lower. A good deal depends on the proportion of 
refunds under octroi. That again depends upon the character of the trade 
If previously there has been a large proportion of refunds, terminal tax cac¬ 
he pitched at rates considerably lower than the previous octroi rates, without 
considering any other factors. 

Q. —You think there is no possibility of getting rid of octroi and terminal 
tax altogether ? 

A. —At present I do not think there is. 

The Makarajadhiraja Bahadur of Burdwan. Q .—In the third letter that 
you have sent you say that eighteen municipalities have reverted or are revert¬ 
ing to indirect taxation. You say. that in some of them there is some form of 
direct taxation. What is the exact nature of that direct taxation! 

A. —1 have not got tihis information for all the towns. But I think that iir 
many places a circumstances and property tax has been substituted. 

Q. —What kind of tax is it? 

*4.—A kind of income-tax. 

Q.— Do people with higher rates of income pay double income-tax, one to-* 
the municipality and one to the Government? 

A. —Yes. But the circumstances and property tax goes very much lower 
than the income-tax, and there is a maximum to the circumstances and property 
tax which can be imposed on any person. 
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In your province, is there more desire to go in for the terminal tax ? 

A .—-No. I do not think there is. 

Q —You say a number o! them have reverted to octroi. 

A— Yes. 

Q .—If terminal tax is simpler, why do they revert to octroi! 

A —Mainly because they get more income from octroi. 

Q. —Do you find that the terminal tax is more popular than the octroi! 

A .—It depends a great deal on the character of the town. For instance, in 
Oawnpore people are quite satisfied with terminal tax. Octroi would be ex¬ 
tremely diffieult to work. 

Q —In comparison with octroi, do you think people would prefer terminal 
tax ? 

A .—I think when they get used to it, the people concerned probably would. 
But they dislike any change. 

Q. —You say land cess has the drawback of falling on only one class. That 
would be auite right, if side by side with land cess, you have a tax on circum¬ 
stances ana property. 

A. —That was the idea of putting a circumstances and property tax into 
Ihe Act. 

Q .—Is it, generally levied ! 

.4.—No District Board has actually introduced it. Two or three are pro¬ 
posing to do so. 

Dr. Hyder. Q. —Is it not better that the land cess should fall on the agri¬ 
culturists or landed interests ? If these people want sanitation, they have to 
pay for it. Nobody else would reap the advantage. 

A. —The commercial classes outside the cities would also reap the advantages. 

Q. —Who pays this land cess? Is it paid by the cultivator or by the landlord? 

A. —It is'very difficult to say who pays it ultimately. The Act all6ws three- 
fifths of the excess over 5 per cent, to be passed on airectly to the tenant, the 
^dea being that the 5 per cent, would bo levied from the landowner. In prac¬ 
tice, a considerable part of it is passed on, but how much it is, *is ve*y difficult 
to say. 

Sir Percy Thompson. Q .—Is it not right that the whole of it should be 
passed on; the man who really gets the benefit is the occupier? The landlord 
may be an absentee. 

A. —The landlord also gets the benefit. 

Q .—What benefit does he get ? 

4.—Many of them actually live in the rural areas, and even the others get 
■direct or indirect benefits from District Board services. 

Q. —If ' so, they would come under another tax. 

A. —Not on their agricultural income. 

Dr. Hyder. Q .—The bulk of the area is held by occupancy tenants? 

A. —Two-thirds of the area in the province is held by occupancy tenants, but 
most occupancy tenants also hold a certain non-occupancy area. 

The. President. Q. —In reply to question No. 107, you say that it does not 
seem necessary to make the levy of specified taxes imperative; but in reply to 
question No. 160, you say that such benefit services as water-supply should pay 
for themselvds, and that a house and land tax should form part of the system 
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taxation in all large cities. Would you not make it compulsory where you 
have these benefit services ? 

4.—I see no objection to doing so, but in practice it is always levied. It i* 
very difficult to find an alternative. 

Q. —Do you make these taxes cover the cost of the services ? 

A. —In most cases they do not, but in the case of water-supply at any rate 
4>hey ought to. 

Q •—No steps are taken to ensure that the people who get the benefit from 
these services pay for them? 

A. —In the case of water-supply, for example, people who get connections 
.have to pay. 

Q. —Are they not metered? 

A.—^-General metering is not) possible, but there are substitutes. 

Q —Is it according to the size of the connection ? 

A .—The usual system is that of a ferrule rate. 

Q.—Jn the Municipal Administration Report for 1922-23, it is stated that 
the fitting of meters to all connections is an obvious remedy, but unfortunately 
a metered system to be effective demands a degree of unremitting attention 
for which no Board has yet shown capacity in any branch of its administration? 

A .—As a general proposition that is quite true. 

Q ,-—In the case of water-rate, the rates charged do not cover the whole 
-cost of the system ? 

A. —Taking the whole of the province, I thinkj there are one^or two cities 
where they cover it. 

Q‘ —Don’t you think it desirable to make these taxes compulsory up to the 
point of making them pay for the services rendered ? 

A. —I certainly think it is desirable in the big cities, but It would probably 
Jbe difficult to enforce it 'always. 

Q. —Does not the great difficulty in enforcing direct taxes lie in the fact 
that hitherto direct taxation has been assessed by non-officials ? Do you think 
there would be a difference if it was assessed by "officials ? 

A. —There would be a difference, and in some cases Boards do try and get 
officials to make the initial assessments, but as their decisions are liable to 
appeal to the Board, it comes to very much the same thing in the end. 

C*-"-An appeal is not a defect. Would you like the Calcutta system where 
the appeal goes to the Small Cause Court? 

A. —It would be better to have the appeal to an outside tribunal of some 
kind, but there would be a lot of political opposition to any such proposal. 

Q. —Have you no surcharge provision? I find that there is a provision lit 
one of the Municipal Acts regarding the manner in which the accounts to be 
kept by Boards shall be audited and published, and the power of auditors in 
respect of disallowance and surcharge. According to the rules, verv wide powers 
are given to the auditors. 

A. —That system does not exist with us. The Act provides for suits for 
■compensation against members in cdSes of waste or misapplication. 

Q. —If it had existed, would it not have proved a considerable incentive fo 
a better assessment of taxes ? 

A. —Such powers appear to be more concerned with the spending of money 
than with the assessment of taxes, and it .would require very highly qualified 
auditors to exercise such powers. 
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Q .— Isn’t your Inspector of Local Fund Accounts an officer of some standing T 

A.—Yes, he is, but he cannot be everywhere. A provision of that kind, 
might have very salutary results if proper safeguards were provided, but it 
would certainly meet with a great deal of opposition. 

Q. —I find that the District Boards are in deficit by 27 lakhs. The report 
on the working of the District Boards for the year 1922-23 says that “ the 
modest annual surplus of 1918-19 was by 1922-23 converted into the heavy deficit 
of 27 lakhs” 

A. —This means that their expenditure exceeded their income by 27 lakhs, 
and that they had to draw on their balances to this extent. It does not mean 
actual indebtedness, but suggests bad prospects for the future. District Boards 
incur very heavy expenditure for education which Government presled them 
to undertake, and for a large part of which Government still pays. 

Q. —Don’t they keep a banking account? 

A .—They bank with the Government treasuries or with the Imperial Bank. 

Q.— Is there no means of preventing them from overdrawing? 

A. —They cannot overdraw without sanction and are obliged to provide for 
minimum closing and reserve balances. Local Boards may, with the sanction 
of Government, get an overdraft or they can borrow on securities, but District 
Boards have no power themselves to overdraw. 

Q. —So long as the Collector was President of the District Board, it was 
the practice to allow {he Board to cash cheques without question; because- 
the Collector saw that the budget was not exceeded. Now, when there are 
non-official Presidents, they overdraw and do not even know to what extent 
they have done so. 

A .—I have no experience of this having happened, but it is for their bankers 
to check it. Irregularities may sometimes occur but they cannot under the- 
rules overdraw or borrow without sanction. 

Q. —You say that under Indian conditions, it is impossible to dispense with 
octroi and terminal taxes. 

A. —I was only referring to the conditions in the larger towns in this part 
of India. The numerous town areas and notified areas with many small muni¬ 
cipalities depend on direct taxation. 

Dr. Paranjpye. Q. —You mentioned in one place that assessments on houses 
are difficult 1 to make in large cities and easy to make in small towns. 

A.—I do not remember having said that. I may have said so with reference' 
to a tax on circumstances and property. 

Dr. Hyder . Q.—You sa y that octroi is liable to be extensively evaded 

usually by setting up small markets outside octroi limits. Octroi, I understand, 
really comes out of the pocket of the consumer. 

A. —Yes. It u usually the people who are coming from the countryside to- 
buy in the towns who are intercepted on the way; they bu(y the market 
outside the municipal limits, 

The President. Q .—Could you tell us the principles on which octroi schedules 
are based or criticised? 

A. —The only general principles which I know are to keep the rates low on- 
the main articles consumed by the poorer classes and to omit from the schedules 
articles which will yield very little or on which the proportion of refunds wilE 
be very high. 

Q.—You have no maximum? 

4.—No. 

Q .—-You don’t think a maximum is desirable? 
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A. —I do not think it is really necessary in the case of octroi. The rata 
is subject to sanction* and it has to be kept as low as .is compatible with the 
absolutely necessary income. 

Q. —What happens in Bombay is that a heaver tax is put on cotton and the 
town pays for compulsory primary education out of the proceeds of the tax 
-on that particular item of trade. 

A. —I do not think it is altogether fair. To a certain extent that is liable 
to happen in terminal taxes. A small number of staples may pay a large pro¬ 
portion of the expenditure of the town. 

Q .—Is not) that making the country pay for the town? 

A. —Yes. This applies both to terminal taxes and to octroi to a large extent. 

Q *—One principle was suggested in the Central Provinces. That is, it is 
•desirable in taxing raw commodities which are necessaries to tax those pro¬ 
duced in large quantities in the vicinity of the local body concerned. Where 
the tax is comparatively light and the cost of transport heavy, the actual 
price paid by the consumer may be moderate, and in fact lighter than in other 
parts of the province. 

A .—In practice that is really very much what does happen, because except 
in the case of towns, like Cawnpore, articles that come in, whatever the staples, 
■are, are produced in the vicinity. 

Q. —Do you think it will be a good thing to have an enquiry into octroi 
schedules generally and lay down general principles and a maximum ? 

A .—I think it will be more useful to have an enquiry into terminal taxes. 
I do not think there would be much use in an enquiry into octroi, which must 
■be levied on articles of consumption. I do not imagine that any very radical 
ehange can be made without abolishing it. 

Q -—Is there no danger of one trade getting a predominant voice and favour 
to the exclusion of another ? 

A .—It is a possibility, but parties are usually formed on a communal or 
caste basis. 

Q. —Is it not possible that a municipality which is composed of lawyers,may 
tax trade? 

A .—It is the business of Government to check that sort of thing. 

Q -—Actually schedules are sanctioned by Commissioners, aren’t they ? 

A .—They go to Government from the big cities; in the smaller towns they 
•can be sanctioned by Commissioners. 

Q. —All but a few large towns? 

A .—Yes; in the second and third class municipalities they are dealt with by 
•Commissioners. 

Q .—You say that land cesses are essential for District Boards so Jong as 
the present system of land revenue is retained. You do not contemplate any 
other systems ? 

A .—I don’t; but other systems .have been suggested. 

Q .—You also say that the landowner pays up to 50 per cent, of his receipts 
In land revenue. 

A. —The percentage varies a good deal; it. may be 40 or 45 per cent., and 
the modern tendency has been to reduce the percentage. 

Q. —You say that in the municipalities of your division only Cawnpore and 
Allahabad have'house taxes. Mr. Gaskell told us that in the United Provinces 
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ai large part of the \city population escapes municipal taxation because thejr 
live iu houses below the exemption limit. 

A .—The exemption limit for Cawnpore is Rs. 72 per annum, and for Allaha¬ 
bad it is going to be Rs. 48. 

Sir Percy Thompson. Q .—You say that the limit is too low rather than toa 
high; therefore an enormous number of people escape. 

A. —A great number of people do escape; but the poorer classes who live in* 
the smaller houses really cannot pay much. As far as the(y are concerned, uhey 
pay their fair proportion in indirect taxation. 

The President. Q. —It depends very much on the value of the houses. 

A .—Yes, and in rented houses a large proportion is passed on to the tenants. 

Q .—The assessment is done by one or two Commissioners? 

A. —The Municipal Board, as a rule, puts on some one of their staff to make 
the assessments or sometimes a Government officer; and appeals to a Committee 
or to the Board are also allowed. 

Q. —Whoever does it, does it by a house-to-house inspection? 

A.—Yes. 

Q .—You say that profession tax is an impossibility in a large town? 

A .—I do not think it is a very workable tax in the large cities. 

Q .—Why ? 

A .—Because it is hardly fair to select a few out of a large number of trades 
and professions for special taxation. The people who pay it are, I think, more 
fairly and adequately taxed by the house and land tax. 

Q. —The idea, I gather, is that in a small town everybody knows his neigh¬ 
bour’s circumstances. 

A .—Yes, and in small towns the house tax is nob a suitable one, while taxes 
on trades and professions or on circumstances and property are workable. 

Q. — Would at not be practicable to have it assessed through the '■income-tax 
staff? 

A .—The income-tax staff know nothing about people below their own limits 
and they have full work within those limits. 

Q.— I suppose they know about people coming on to their books. 

A.—They may know something about them. Profession tax would only be 
levied in the case of a limited number, of professions, but not so the house and 
land tax. 

<2- —Would you not contemplate a levy of both? 

A.—No. .1 do not think that in the big cities there is any adequate reason 
for penalizing certain professions 'in that way. 

Q .—Does it actually penalize such professions ? 

A .—It is an extra tax on certain professions if you put on a profession tax. 

Q. —You pay for the right to carry on your profession within those limits 
and you pay for the benefit received in respect of your house. 

A .—The benefits, speaking broadly, are general, and taxation should also 
be on a general basis such as on houses and land. 

Q. —Is not the tendency for the richer man to escape paying his fair share? 

A. —The richest men would probably not be liable to a profession tax. 

<2-—Take a place Ike Benares where you have a very large number of houses- 
that belong to people who occasionally visit the place. 
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A. —There are a large number of lodging houses belonging to the Pandas. 

I refer to the houses belonging to the Maharajas and other people. 

A. —There are a certain number of houses belonging to them, 

Q. —They do not pay anything towards the expenses of the municipality. 

A .—They presumably pay a house tax; how they are assessed I do not- 
know, but they are subject to the usual tax. 

Q .—The house tax is extraordinarily low and they pay no indirect tax. The* 
rate may be 7 pe$ cent, as against 100 per cent, in Western countries. They 
also pay no profession tax. 

A. —Most of them belong to Indian States and you cannot put on a profession 
tax on an Indian State as such. 

Q.— ^These houses do involve a pretty large charge on the services of the- 
town, but contribute nothing to the revenue. 

A. —They will have to pafcr sanitation and water-supply charges. 

Sir Percy Thompson. Q .—We were told by Mr. Blunt yesterday that when 
a building was erected on agricultural land adjoining a town, the land revenue- 
was assessed on an agricultural basis at the next resettlement, and that at 
the resettlement after that it was left out altogether. Is there any reason 
why either the Provincial Government or the local authority should not get a 
fair rent for that land as building land? So far from dropping if* out altogether, 
would it not be fair to increase it and charge a rent equivalent to its building 
value ? 

A. —The practice has not been altogether uniform but the general idea was 
that when the land definitely ceased to be agricultural it was no longer liable 
to assessment of land revenue and its taxation was a matter for the municipality 
concerned. 

Q .—But you don’t get at the increment at all. 

A. —To some extent you do, but not adequately. One of the reasons for 
establishing Improvement Trusts was the desire to get a more adequate share- 
of the incremental value for public purposes. 

Q .—The land tax is only on agricultural value? 

A. —Yes. 

(J.4—Why should it not be on this building land which may be ten or twenty 
times as much? Why should the owner pocket this windfall? 

A. —I think he pockets a good deal too much of it in many cases, but the 
matter is only important in growing towns. 

Q .—Would it not, at any rate, be regarded as fair and equitable that, if 
agricultural land does increase in value by the building of a house on it, either 
the local authority or the provincial authority (probably the local authority) 
should get the full value ? 

A. —I think at any rate that* they should get a proportion of it. I think 
that is only fair, but it is more a matter for the local authority than for the 
provincial. 

Q .—Has it ever been suggested in this province ? 

J.—It has been suggested, but it has not been worked out, partly I th : nk 
because the formation of Improvement Trusts was taken up. 

Q .—In the Central Provinces they charge a competitive rent and the Pro¬ 
vincial Government make over four-fifths of the income to the local authority. 

A.— Yes. 

Q .—In the United Provinces, would that give a considerable revenue? 
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A. —In a few cities it does where there are large areas of nazul, but a great 
TTiany of the towns in the United Provinces are not expanding and most of 
the land is not nazul. Nazul in these provinces is in most cases administered 
hy the municipal boards which pay 25 per cent, of the income to Government. 

Q ,—In the meanwhile, all the increment is lost*? 

A. — Except as regards nazul , the greater part is lost. 

The President . Q. —Even in the case of lands belonging to the State, I 
-understand many of them are handed over to 'lihe management of local bodies. 

A. Yes, within the municipal areas they are generally handed over. 
Lucknow is the most ‘important exception. 

Q. —They may take an inadequate rent? 

A.—Yes, sometimes they do, but the only bad case that I am aware of was 
:r» connection with certain leases nearly sixty years old in which local bodies 
would not face the unpopularity which would have resulted from entering on 
-a long legal fight. 

Q .—So there is another source of revenue that ought to be tapped ? 

A.—' Yes, it is a possible source, but I do not think that on the whole local 
.bodies have, as yet, been very remiss in this regard. Sometimes old conditions 
have so bound them down that they cannot increase the rents as much as is 
desirable. 

Q. —Would it not be preferable to manage these by Government itself and 
then pay a portion of the profits to the local bodies? 

d .—The financial results might be rather better, but the administration of 
nazul is very closely connected with local administration and local bodies have 
a good case for insisting that it should be made over to them so long as they 
■carry it on with a fair degree of efficiency. 

Q .—Is it not a disguised subsidy? 

A. —It is but some kinds of nazul income (i.e., tehbazari) are essentially 
matters for local bodies, and even as regards other income the considerations 
alluded to in my last answer have to be borne in mind. 

4?.—Is that desirable 7 

A. —It is a natural consequence of the policy of giving responsibility to local 
^bodies in matters which are primarily of local concern. 

Q. —What about cattle pounds? Is it not another form of disguised subsidy? 

A. —I do not think so. 

Q .—Who fixes the rates ? 

A .—The District Boards. 

Q .—They don’t take any other action than impounding the animals ? 

A. —They administer the pounds. 

Q .—It is the police who do this work ? 

A. —No, not now. They are purely District Board concerns. 

Q .—You advocate a detailed examination of the problems connected with 
unearned increments? 

A. —Yes. 

q —Would it involve less unpopularity than in the case of many other taxes? 

A. —It would raise mart/ difficult problems, but would not fall on so many 
people, partly because of its special character, and partly because it would only 
be an important matter in growing towns. 
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Sir Percy Thompson. Q. —It goes to the wrong people, is it not? 

-4.—It probably does go to the wrong people. 

Q .—You say that the professions most easily taxable are precisely those* 
likely to be most strongly represented in municipal boards, and they are naturally 
inclined to try and spread the burden over a wider area either by going back to 
indirect taxation or in some cases by changing over to a tax on circumstances 
and property. I)o <you think the tax on circumstances and property is better 
than the others? 

A. —For small towns it is probably the most suitable form of taxation. In 
large cities I do not think that it is workable, whereas a tax on houses and! 
lands is suited to them. 

Q .—Why should it be difficult!? 

A. —Because you are to deal with an enormously large number of people 
about whom very little is known accurately. 

Q .—Because the exemption limit is lower? 

A.— Yes. 

Q. —Under the schedule of incomes, can you not have the groups of classes, 
to be assessed ? 

A. —The difficulty will still remain. In a big city you cannot have sufficient, 
materials to proceed on. 

Q. —Does not somebody know ? 

A .—Somebody may know, but either that somebody would not say or would 
give wrong information. It is very difficult to get an accurate basis. There- 
is nothing to check it by. 

The President, (y.—Here is a schedule showing the persons who are not 
assessed under the previous clauses. No question of income there? 

.4.—That is a sort of license tax. If you are content with a rough estimate 
and a low tax it may be workable, but the *results will be inadequate. If you 
go higher than that, then unfairness will begin to come in and the difficulties 
of collection will be very great. 

Q. —When you are dealing with people who get Rs. 500 or so, you are deal¬ 
ing with people who ought to keep books ? 

-4.—Possibly they ought, but in practice very few of them do keep books.. 
A rough assessment is possible so long as it is kept low, but inequalities would' 
be numerous and the difficulty of collection very great. 

Sir Percy Thompson. Q. —You say that the distinction between beneficial 
and onerous services is not much used in India. Do you adopt that principle- 
in general? For instance, how would you class water-supply? 

A. —I have said that water-supply and lighting may be classed as local or 
beneficial, but sanitation and conservancy, roads and education seem to be partly 
onerous, and partly beneficial. You cannot call these services purely onerous. 

Q .—What do you think really a onerous service ? 

A. —I think police would be an example, but in India local bodies have no- 
responsibility for police. 

Q. —You are in favour of grants-in-aid. In the case of municipalities, are- 
grants large enough? 

.4.—The chief recurring grants are in connection with education, but a sub¬ 
sidy is also giiven towards the pay of trained sanitary inspectors. Other grants 
are non-recurring and for special purposes in connection with education or 
sanitation. 

Dr. Paranjpye. Q. —Don’t you give grants for dispensaries? 

2 o 
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A. —Under the District Board contracts the whole of the subsidy goes under 
the head “ Education they pay for the dispensaries out of their general 
funds. Lately, there has been a discussion about the charges for dispensaries. 
Government increased the pay of the Sub-Assistant Surgeons^ but the local 
bodies refused in many cases to pay the enhanced rates and the result is that 
many d spensaries will now be stalled by cheaper doctors no! in Government 
.service. 

The President. Q .—How do you check the expenditure of these grants ? 
Don’t you give your grants subject to a condition that if the results are not 
satisfactory, the gran'b will be withdrawn? 

A .—At present there is no satisfactory system of controlling efficiency by 
means of grants. Generally speaking Boards are genuinely kfcen on extending 
•education. There is no local pressure in favour of a high standard—rather 
ihe opposite—but/ more extension of education 'is popular. One weakness of 
the system is. that the area of a district is too large for the people of any area 
to feel that they control the education of that area. 

Q. —To what extent are the subsidies regulated by any definite rules? 

A.—I am not familiar with the grants distributed for educational purposes 
.and the rules which govern them. There are such rules but they are mainly 
based on numerical standards of attendance. 

(^.__So long as you have no settled rules, it is very difficult to use a subsidy 
..is a means of control? 

A .—Control is only possible with wide powers of refusing subsidies or dimi¬ 
nishing subsidies in case the results are not ratisfactory, and with a determina¬ 
tion to use those powers. Municipalities do not get as much help as District 
Boards. 

Q. —Is that based on a specific set of rules ? Is it applicable to all bodies 
.alike i 

A .—To all District Boards alike. 

Q. —As regards roads, are there any rules? 

A .—Grants have been given for special purposes, but there are no general 
provincial subsidies so far as I know. The main lines of communication have 
been kept under the Provincial Government’s control, but all other roads have 
been made over to local bodies which have been relieved from their previous 
contributions to Government on account of staff and supervision. Previously 
all the pucca roads—apart from provincial roads—were maintained by the Public 
Works Department at the expense of the local bodies. 

<2.,—Do you actually insist upon the road being kept in good order and 
passed ty/ the Executive Engineer before payment of the grant? 

A. —This hardly applies, as the most important roads are kept up by Govern¬ 
ment and local bodies pay for the remaining roads. A few lengths of road 
previously maintaned by Government have been made over to local bodies for 
maintenance with a grant for upkeep. So far as I am aware, Government has 
not made any stipulation with regard to these latter grants. 

Q ,_Would you approve a plan to make over the roads together with a grant 

per mile subject to the condition that the grant is paid only after the certificate 
of the Superintending Engineer or some other officer that the road is maintained 
in good order ? 

.4._That is certainly a possible alternative to direct maintenance by Gov¬ 

ernment but local bodies would probably find the bargin a bad one and they 
find it very hard to get and keep competent s.aff. On the whole I would retain 
provincial control at present. As regards the local roads, the question ha^ not 
ari'en. They have always been kept up at the expense of the local body. 

Q.—You say that pilgrim centres deserve special consideration as regards 
grants for sanitary improvement. DoiTt you have a pilgrim tax? 

A .—We have a pilgrim tax in Benares and Allahabad and in some other 
pilgrim centres 
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—Is that made over unconditionally to local bodies ? 

A.—It is collected through the railway. 

Q .—Have you any principle to follow in the case of poor District Boards ? . 

A. —Contracts have been made with them. An estimate was made of the 
cost of working their main services at a certain standard; their resources were 
compared with this estimate, and as far as provincial finances permitted the 
difference was given to them. This original working basis has had a series of 
•educational grants superimposed ori it. 

Q .—You have a regular contract with them; how man^ years does it run? 

.4.—The original contract was intended to be for five years, but that has 
•expirod long ago. Subsequent revisions have all been with reference to educa¬ 
tional advances, and I do not think that periods have been definitely fixed 
though Government has described certain grants as only temporary. 

(J .—You say that an attempt to abolish indirect taxation has failed as small 
lucal bodies would not collect direct taxes more espec ally from the influential 
classes. You don’t think there is any chance of that being stopped by appoint¬ 
ing an official agency? My point is this. Even in a democratic country 
like France, octroi is managed in the Municipality of Marseilles by men sent 
from Paris. 

4.—This could have been done twenty years ago, but with the changes in 
ideas which have followed on the Reforms, I do not think any province in 
.Northern India is likely to introduce such a system at present. 

Q .—The tendency in democratic countries all over the world is to keep the 
local bodies in the position of framfmg policy and keeping the carrying out of 
that policy entirely in the hands of the official staff. 

A .—That is unfortunately a point of view which does not commend itself 
■either to Legislative Councils or to local bodies. The general idea at present 
pf the average member of a local body is to interfere in the details of adminis¬ 
tration in a w^v which is not attempted in England, and unfortunately there 
is a further tendency to make most things a matter of party politics. Control 
from outside is greally resented as being a relic of the old system. Unpre¬ 
judiced consideration of the matter is impracticable at present and the degree of 
control exercised in other democratic countries is not understood. 

Q. —The idea now is that there is too much power in the hands of the local 
bodies. We are seeking your advice now as to the ideal method of imposing 
ahd collecting taxes. Do (you consider It advisable to have an independent body 
•of people to assess and collect taxes as in other democratic countries? 

A. —-The change would be a desirable one as far as my experience goes and 
should give improved results in the working of the taxes, but the question 
remains whether it is politically possible. 

q —What we are looking at is not the politically possible but the theoreti¬ 
cally desirable. 

A .—T certainly think it theoretically desirable, provided sufficient care is 
taken to get impartial control of Itie taxing agency. 

Q ,—What are the powers of the Local-Government over these local bodies? 
You have a certain power of control over their budgets and much more? 

4.—As regards municipalities Government has powers of dissolution and 
supersession in cases of default or abuse of powers and the budgets of indebted 
Boards are subject to sanction. In the cpse of District Boards, the -powers as 
regards dissolution and supersession are similar, bul control over budgets is 
limited to definite objects, the most important of which is providing for a 
minimum closing balance. 

Q. —On what principle you collect your chowkidari tax ? 

4.—It has been absorbed in the general cess which was sanctioned by the 
Local Rates Act of 1914. This goes to District Boards as is laid down in the 
Act of 1922. 
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Q.—ls the chov/kidar not a District Board servant? 

. 4 .— No, he is a Government servant. Originally he was to a certain extent 
a village servant, but now he is part of the police force. He is pa d out of 
the general revenues. 

Q .—There is no separate cess for him at all? 

A .—-No. 

Q, —Is that one of the cesses that Sir Edward Baker abolished? 

A. —I do not remember, but the change was made fin 1914. 

Q. —You still have chowkidars, but* no special cess for them? 

A. —We bave no special cess for them. A great number of them have been: 
reduced, but there are still about 50,000. There is now only one rate with a 
maximum of 6^ per cent, on the annual value. 

Q. —The maximum is 10 per cent. ? 

A. —No, the maximum is 13 per cent, of the land revenue. 

Q .—Practically that washes out the Local Government’s power? 

A. —Yes. That is the onl|y power of imposing rates. 

The Hon'ble Sardar Jogendra Singh. Q —Taking everything into considera¬ 
tion, don’t you think that a simple indirect tax would be more acceptable for 
local purposes than many taxes that are proposed here? 

A. —I do not quite understand your meaning. 

Q.— Say some single tax, such as a tax on tobacco, betel, etc. 

A .—You mean for local purposes? 

Q, —Would it be acceptable or workable for provincial purposes? 

A. _I do not think thalfc it would yield much in comparison with the difficulty 

ot' administering it. 

Q ,_Do you think it is a very good idea tc abolish all the taxes and increase- 

land revenue by 80 per cent. ? 

A.—I do not think it possible nor would it be fair. Outside towns, however, 
there is little that can be taxed, directly or indirectly, except land. 


* 
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Hr. G. B. F. MUIR, I.C.S., Secretary, Municipal and Local 
Self-Government Departments, United Provinces, was next 
examined. 


Note upon local taxation by Mr. Muir. 

1. Preliminary .—As 'Secretary in the Municipal and Local Self-Government 
Departments I have been asked to prepare a note on local taxation. I have 
held that position since 1921, but my experience has been that it gives few 
chances of gaining insight into this subject. There is as yet no real local 
taxation in the rural area and of the taxes in most towns the Secretary hear® 
nothing except perhaps an occasional remark in an annual report regarding 
the sufficiency or otherwise of the yield, or criticising the accumulation of arrears. 
From time to time proposals are received from some municipality or other 
for the revision of a schedule, the rectification of some defect, or more in¬ 
frequently for the imposition of a new tax or the abolition of an old. Cor¬ 
respondence upon such matters has naturally left me with a certain number of 
impressions which I here attempt to reproduce, but they # are fragmentary and 
disconnected, and to real knowledge of the subject I can lay no claim. Gene¬ 
ralisations are in any case somewhat unsafe, for each individual town really 
presents a distinct problem. 

2. Plan of note. —Taxes for Municipal and for District Board purposes are 
in this province levied upon entirely different plans, for which reason the 
rest of this note is divided into two parts under the headings Municipal and 
District Board Taxation. 

Municipal Taxation . 

3. Size of municipalities. —The size of a municipality is an important factor, 
for within rough limits the ratio of the yield of a tax to population seems 
to be a function of the size of the town. 

Qf the 82 municipalities in the plains (there are three hill municipalities 
to which I shall not refer) six have population exceeding 119,000, four having 
-octroi and two terminal taxation. 

Nine have inhabitants numbering between 50,000 and 83,000; octroi is levied 
in seven and terminal tax in two. 

Eleven have population between 30,000 and 50,000. The main tax is octroi 
in four, terminal tax in six and a direct tax in one. 

Ten have between 20,000 and 30,000 inhabitants. The main tax is octroi 
in two, terminal tax in seven and a toll in the tenth. 

There are 46 towns inhabited by less than 20,000 persons. The main tax is 
•octroi in eleven, terminal tax in two, a toll in nine, and a direct tax in twenty- 

four. 

The toll is usually supplemented by a direct tax. 

4. Direct taxation unsuited to large municipalities. —For reasons which will 
be more apparent when I come to taxation in smaller towns, direct taxation 
postulates personal knowledge of the circumstances of assessees. In the large 
towns the main tax must, therefore, be indirect and the choice lies between 
octroi and terminal taxation. Before attempting a comparison between the 
two, I wish to .point to a defect common to both taxes. 

5. Absence of scientific basis to rates of indirect taxes. —The rates of octroi 
and the terminal tax and toll, as levied in this province, do not rest upon 
any scientific basis. The form in which statistics of octroi are compiled includes 
an eightfold classification of the articles taxed and was, I suspect, adopted in 
the hope that the information would be used for studying the economic effects 

•of the tax and for their readjustment; but, so far as I am aware, such use 
is never made of them. There is no similar classification in the case of the 
terminal tax and toll. Proposals for fixing the rates of both taxes and for 
the inclusion or exclusion of the various classes of goods emanate from the 
boards concerned. If the tax is to be imposed for the first time some one 
prepares a list of the articles the taxation of which seems worth while. Some 
use may be made of railway statistics, particularly in the case of the terminal 
tax. Commonly the schedule of another town is adapted. The selection 
ultimately made is probably not unsuitable, but this, as also the rates proposed. 
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is mainly a matter of guess work. If it is a case of revising a schedule, 
attention is usually confined to the rates or to the .inclusion of articles hitherto 
untaxed. The exclusion of an article already taxed is seldom proposed. When 
the proposals are published locally, some section of the trading community 
may succeed in obtaining the exclusion of, or the reduction of the rate upon, 
some article in which it is interested. But a study of the taxable capacity, 
past or future, of the various sections of the trade is, I suspect, never seriously 
attempted. The proposals then reach the Secretariat or the Commissioner 
(the latter being the final sanctioning authority in the case of octroi in all but 
a few of the larger towns). How Commissioners proceed I cannot say, but in 
the Secretariat the schedules are compared with those in force in other towns. 
Hates which approximate to rates in force elsewhere are usually accepted. No 
other method of examination is possible; if it were, there would be no time 
for it; even the examination by comparison takes much more time than can 
easily be spared. I have no evidence for supposing that the selection of articles 
taxed and the rates at which they are taxed are generally unsuitable but I 
strongly suspect that there is in most towns, particularly those whose octroi 
schedules have long been left unrevised, room for improvement in both directions. 
But that, under present arrangements, could only be effected by intelligent 
study by the board its%lf of the taxable capacity of each section of the trade. 
I do not know how far material f6r such study is available; I feel certain 
that no board is capable of such study; boards and their committees deal 
w’th concrete matters the disposal of which is obligatory, and with that their 
energies are "exhausted. Some time ago I suggested that an officer should be 
placed on special duty to go round the towns of the province and to overhaul 
their schedules. No officer was available and the proposal was dropped. Many 
months at least would be needed and possibly but trifling results might be 
achieved. 

6. Relative popularity of octroi and. the terminal tax among municipal 
hoards .—From the figures given in my third paragraph it might be supposed that 
among towns of over 20,000 inhabitants octroi is the more popular form of 
indirect taxation in the larger and terminal tax in the smaller towns. The real 
explanation is different. Except in Oawnpore the adoption of the terminal tax 
was to a large extent the result of official pressure. (That, at least, is my 
impression; I have not found time to verify its correctness from the records.) 
Following upon the Municipal Taxation Committee’s condemnation of octroi 
m 1909, the Government, I believe, at one time contemplated the substitution of 
terminal taxation in all towns too large for direct taxation. In some ten towns, 
including six with population of over 50,000, the idea was dropped, at an early 
stage. In the rest the work of framing proposals for terminal taxation went 
forward, and was somewhat naturally completed first in towns of the second 
rank. The early results of the new tax were disappointing; and six towns 
of the first rank which had framed their proposals with some reluctance, then 
pressed successfully for the retention of octroi. The yield of terminal taxes 
has since been improved by adjustments of the schedules and especially by 
measures designed to check evasion. But even now. with the exception of 
Oawnpore, there are probably few boards which would not welcome a return 
to octroi. Yet a study of the ratios of yield to population given in the state*, 
ment in the appendix to this note suggests that while there may be some 
slight basis for the belief that octroi is the more productive tax, the advantage, 
if it exists, is much less than boards commonly suppose. 

7. Octroi and terminal taxation contrasted .—The terminal tax differs from 
octroi in three ways— 

(a) It is collected by the railway instead of by municipal agency. 

(b) No refunds are given. 

(c) There are no ad valorem rates. 

The complementary terminal toll differs from octroi in three ways also— 

(d) No refunds are allowed. 

(e) There are no ad valorem rates. 

(/) Except in certain towns iti which terminal tax rates have been imposed 
on articles with which evasion of the terminal tax was commonly 
practised, terminal toll is assessed on the vehicle, and not on the* 
weight of each consignment. 
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The methods of collecting the terminal tax and of assessing the terminal toll 
are of course designed to lessen the impediment which any form of indirect 
taxation opposes to trade, and in theory this feature of the terminal tax and toll 
should be preferred by the trading community. How far traders actually prefer 
the terminal method of assessment and collection I do not know. I can only 
say that I am not aware of any instance in which traders have actively voiced 
such preference. Possibly the resulting convenience is felt to be outweighed by 
the absence of refunds. Time is not a very valuable commodity in this country 

and labour is cheap. 

There are arguments both for and against ad valorem rates. They were 
roundly condemned by the Municipal Taxation Committee as opening the door to- 
corruption and as in any case constituting a serious impediment to trade owing 
to the necessarily complicated procedure for assessment. These are valid eriti- 
cisms. On the other hand, if it be true that terminal taxation is'less productive 
than octroi, the reason is probably to be found in the absence of ad valorem 
rates. Both octroi and the terminal tax commonly extend to the whole range- 
of the trade of the town. The classification embodied m the schedules of both 
taxes is generally minute; yet there are always certain items which include 
goods of widely varying value, such as piecegoods and groceries. Upon such 
in the case of octroi an ad valorem rate is usually imposed ; but. the flat rates 
used for the terminal tax must necessarily be adjusted to the taxable capacity 
of the least valuable goods included in each class; thus the more valuable are 
not taxed to their full capacity. The trade itself could probably propound a sub- 
classification with flat rates which would result in s the proportionate taxation 
of goods of all values; but it seems very questionable whether this eOuld be 
made intelligible to the persons charged with the duty of assessing the tax^ 

The refund system is another feature of octroi strongly criticised by the 
Municipal Taxation Committee which held that the machinery maintained by 
the board for granting refunds and by the trade for obtaining them is unpro¬ 
ductive waste of energy even when working efficiently; and that the system 
undoubtedly lends itself to peculation, fraud and extortion. The argument to 
my. mind is decisively against the system; yet I question whether any board- 
views these evils with real concern or whether the trading community holds 
generally that the advantage lies with the lighter tax and no refunds. Protests 
have on occasion been received against the taxation of through trade; but I have 
ndver known v a trader contend that he would be better off if refunds were 
abolished and the rates lightened. Probably most traders in a large way of 
business succeed in making to their own satisfaction permanent arrangements for 
obtaining refunds. 

8. Future of octroi and the terminal tax .—The policy of the Government 
since the Reforms has been to allow boards much liberty in selecting their 
taxes. That policy is likely to persist. If so, it seems improbable that terminal 
taxation will replace octroi in any town which now has the latter tax. A revival 
of trade and less difficulty in the balancing of budgets might change the views 
of boards but I think it is unlikely. At any rate it seems clear that octroi 
for many years to come will remain the chief municipal tax of the province. 

I do not view that prospect with concern; whatever may in theory or practice 
be the defects of octroi, it is certainly a tax well suited to the genius of the 
people. The Municipal Taxation Committee, condemning the tax, di'd not 
attempt to consider how it could be improved. There may quite possibly be 
no way in which the tax could be improved without sacrificing the advantages 
for which it is valued. But should an officer ever be placed on special duty 
to overhaul octroi and terminal tax schedules, it would be worth while also to 
commission him to investigate the possibilities of removing or minimising the 
defects of octroi. 

9. Taxation in small towns. —In the-small towns the Municipal Taxation Com¬ 
mittee recommended that octroi should be replaced by direct taxation. In 34 
towns that recommendation was carried into effect. The measure has proved 
a very partial success. There are three principal forms of direct taxation, the- 
tax on lands and buildings, the tax on trades and professions and tax on circum¬ 
stances and property, the last being the most common -form. All three are alike 
in that assessment is to a great extent an arbitrary proceeding, more particularly 
assessment to the tax on circumstances and property. In this tax there is 
invariably an upper limit to the amount leviable from a single individual and 
also a limit expressed in terms of income* below which individuals are .exempt. 
The assessment is made by one or more members of the board. Th6 first stejj>- 
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«s commonly to pick out the persons who should pay at the maximum rate. 
-Next a selection is made of those who should pay at a lower rate and so on 
tdown to the bottom of the scale. Though in the case of persons who receive 
a known fixed salary (usually near the bottom of the scale) the tax is assessed 
*011 income and though the assessors may proceed by estimating the incomes of 
other classes, the fax is not an income-tax, for the true incomes of the assessees, 
mother than salaried servants, are not and cannot be ascertained. The truth of 
this observation will be recognised by any one cognisant of the difficulties expe¬ 
rienced by the Income-tax Department.* Nor is the tax by intention an income- 
tax. It is intended to be based simply on a rough and ready assessment of 
■capacity to pay. The assessment of the tax on trades and professions is similar. 
There is perhaps a greater tendency to proceed by way of estimating income 
but in reality the tax only differs from the tax on circumstances and property 
m that it is restricted to those who in some way work for their living. The tax 
•on buildings and lands is a tax on assumed rental values; there is thus a 
material basis for assessment, but assessment is still an arbitrary proceeding, 
and the house occupied by an assessee is often no true indication of his taxable 
capacity. This tax is less unpopular than the other two but all three taxes are 
intensely disliked both by the boards and by the assessees. Assessees complain 
that favouritism is life, the boards of the odium to which the taxes expose them 
and of their difficulty in collecting them. In truth the position of an impartial 
assessor is unenviable. His friends are" annoyed because they are not let off 
lightly; his enemies take a fair assessment as a hostile act. Added to this 
direct taxation is inelastic and unproductive. The advantages claimed for 
direct taxation are T believe that it is inexpensive to collect, that it avoids 
taxation of the poorer classes and that, being directly felt, it is a salutary stimulus 
to economy. The first contention is true. The second argument begjs the ques¬ 
tion whether a narrow or a broad basis is tp be preferred for local taxation. 
4s to the third point, while I am no advocate of municipal extravagance, 

1 believe that in perhaps a majority of towns direct taxation no longer 
suffices for the board’s real needs. In any case even if the arguments are sound, 
v such abstract considerations seem unlikely to influence the actual result. Under 
an Indianised Government the gradual disappearance of so uncongenial form 
•of taxation seems inevitable. The process has begun and has indeed the support 
of many experienced European officers?! Of the 34 towns in which octroi was 
abblished nine have already reverted to octroi; in two the terminal tax has 
bean imposed. Proposals for the introduction of octroi are pending in two an<j 
of terminal tax in seven other of these towns. Incidentally this apparent pre¬ 
ference for the terminal iax is probably to be explained as due to the impression 
chat Government disapprove of octroi, and that escape from direct taxation is 
more likely if the terminal tax h‘s proposed. 

10. Other municipal t a ores. —Thei’e are several other kinds of municipal tax 
but none which it seems necessary to bring tp the notice of the Committee. 

District Board Taxation. 

11. District Boards, unlike municipal boards, receive a high pronertion of 
their income in the shape of grants from the Government mainly for primary 
education. Government’s grants in the year 1923-24 formed 33 per cent, of the 
revenues of the District Boards of the province. Miscellaneous income accounts 
for another 35 per cent. Taxation yielded only 32 per cent. 

12. District Board's powers of taxation .—Outside the comparatively small 
permanently-settled area where an acreage rate is in force the only tax levied 
at the present time i<? a surcharge of 10 per rent, on the land revenue known as 
the local rate. The District Boards Act of 1921, which set up boards devoid of 
any official element on the model of the municipal boards created by the 
Municioalities Act of 1916, conferred for the first time upon District Boards 
the power of taxation. A District Board may now impose a tax on circum¬ 
stances and property uoon persons whose income derived from other than an 
■agricultural source exceeds Bs. 200 per annum and may then, but not before, 
enhance the surchirge upon the revenue up to 13 per cent. The linkage of 
the two taxes was a concession to landlord interests in the Council which would 
•otherwise have thrown out the Bill. Their plea was that the “land” already 
bears more than its fair share of taxation ; and it is perfectly true that trade 
in the rural area at present escapes taxation for local purposes. But trade 
in the rural area is of relatively slight importance and no one expects a substan¬ 
tial yield from the tax on circumstances and property; the difficulties of assess¬ 
ment and collection so keenly felt in the smaller towns are likely to be much 



473 


-accentuated in dealing with assessees scattered throughout a district; und accord¬ 
ing to an opinion- commonly held, the real motive of the landlord party was 
merely to impede the enhancement of the local rate. Be this as it may, though 
-the budget of hardly any board balances on the right side and hospitals are 
starved and the roads are going to bits, the first proposals for the tax on circum¬ 
stances and property were only framed in the closing months of 1924 and only, 
by three or four boards. The rest are either petitioning for further grants or 
-are casting about for some other form of taxation. Whether any board will 
■ever screw itself up to enhance the local rate seems very doubtful. All this 
appears to me another instance of deep-rooted dislike of direct taxation, instinct¬ 
ive rather than reasoning; for certainly among a people whose sole industry 
is agriculture, it is difficult to imagine any form of local tax more fair in its 
incidence than a surcharge on a tax so laboriously and carefully assessed as the 
land revenue. Further the local rate has the advantage to a board that its 
assessment and collection cost a board nothing. But arguments of that nature 
will not suffice to overcome the opposition to an enhancement of the local rate; 
and as there can be no question that every board needs more money and as 
the proceeds of the tax on circumstances and property are likely to be trifling 
it would be an excellent thing if a suitable indirect tax could be discovered. T do 
not think that it nan. There has been talk of a tax on vehicles, which, if the 
yield were to ho significant, would have to cover bullock carts, the only vehicle 
which is found in any numbers in the rural area; but no one has been, nor I 
think will be, able to suggest *£ny feasible means of taxing bullock carts. 
Meanwhile efforts are being made to induce boards to make use of their new 
powers of taxation; but it seems more than likely that in the end the Govern¬ 
ment will be forced to find for District Boards the extra income which they 
all need. 

13. Use of grants for the control of District Boards .—One of the questions 
included in the Committee’s questionnaire suggests that it may be an advantage 
that local bodies should receive a portion of their income in the shape of grants 
which could be used as a lever for their control. The character of the Muni¬ 
cipalities and District Boaj'ds Act might be cited as an additional argument in 
favour of the adoption of the plan in this province. Short of dissolution or 
supersession (measures which every Minister would do his utmost to avoid), 
these Acts provide hardly any means by which the Government can effectively 
correct abuses. There is, for instance, no means of enforcing compliance with 
an auditor’s objections. In these circumstances it might be thought that control 
through grants would be attempted and in the case of grants of the order of 
those given to District Boards would he most effective. But. t-hound] grants are 
now used to encourage expenditure in selected directions, I see little prospect 
of any corrective use being made of grants while political conditions remain as 
they are now. No Minister has, nor for an indefinite period is likely to have 
any considerable following at his back, and political opinion of every shade is 
always ready to take sides with a local body in any difference which occur, 
between it and the Government. Meanwhile mendicancy is demoralising and 
cannot no suppressed' white the grant system continues; for no matter hov 
vigorously the Government may protest their determination not to increase their 
contributions to local funds, every District Board persists in hoping that impor¬ 
tunity will ultimately secure an addition to its grant: and in this hope boards 
are encouraged by the trend of unofficial opinion as expressed in the Legislative 
Council. For this reason T am inclined to think that District Boards would 
function more healthily, if for their recurring expenditure they were independent 
of assistance from the Government. But it would not suffice merely to allot 
revenues equivalent to the grants now made. The Government at present makes 
use of District Boards for the discharge of functions which are provincial in 
the sense that the Government cannot regard them as matters of mere local 
concern, primary education, for instance, and the wider aspects of the prevention 
of disease among men and domestic animals. If merely grants were replaced 
by the allotment of revenues, the Government would soon find themselves 
compelled to supplement those revenues by additional grants in order to avoid 
stagnation in such branches of the administration. To end the grant system 
finally it would be necessary to revise the classification of provincial and local 
functions, including in the latter no function of more than local concern. Such 
a re-arrangement would in my opinion benefit the country, particularly in the 
domain of public health, but would not at present find support in any political 
•quarter. 
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APPENDIX. 

Statement comparing the yield (per head of population ) of the various types of 
taxation in the municipalities of the plants of the United. Provinces in the 
year 1923-24. 


\ 


Town. 

Yield 

(in round ! 
thousands). 

Population i 
• in rouud 
thousands). | 

Incidence. 




. 

i 

Bs« 

A .— Towns of over 100,000 . 


! 

j 



Lucknow 

7,89 j 

2,17 j 

367 


Benares 

CO 

ou 

1 1.95 j 

404 

(1) Towns with octroi . 



‘ 



Allahabad 

5,76 

1,46 1 

3*94 


Bareilly 

3,96 

1,19 | 

333 

Total 

4 

25,49 

6,77 

377 

Date of 





imposition. 





( 1896 

Cawnpore 

11,95 

1,95 

6-13 

(2) Towns with ter-J 



1 


minal tax. ) 





( 1920 

Agra . 

4,52 

i 1,64 | 

i ...... j 

2-75 

Total 

2 

16,47 

j 3,59 j 

4*58 

B.— Towns between 50,000 and 10,000. 


i 

i 


1 

"“Meerut . . 1 

2,92 

! 78 

3-74 


Shahjahanpur 

1,15 

! 72 

1*59 

: 

Jhansi 

1,14 

! 54 

211 

(1) Towns with octroi . 

Aligarh 

1,47 

■ 67 

1 

2*19 


Gorakhpur . 

1,33 

50 

i 

266 


Fyzabad 

1,04 

! 

51 

| 

2*04 


LMirzapar 

1,48 

j 55 

2*69 

. Total 

7 

10,53 

I 4,27 

2*64 

Hat° of 



| 


imposition. 


! 


r 1919 

Moradabad . 

2,41 

j 83 

2*90 

(2) Towns with) 





terminal tax. J 



1 


(. 1919 

Saharan pur 

1,38 

- 62 

1 

222 

Total 

0 

3,79 

! 1,45 

2*61 
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Town. 

Yield 
(in round 
thousands). 

Population 
(in round 
thousands;. 

Incidence. 

C.—Towns between 30,000 arid 50,000. 

f Muttra 

j 

1,01 

43 

Re. 

2*35 

(1) Towns with octroi . A Jaunpur 

72 

33 

2* 18 


LPilibhit 

80 

32 

25 

Total 

3 

2,53 

1,08 

2*34 


Date of 
imposition. 

1920 Farrukhabad 

98 

48 

2*04 


! 1921 DehraDun. 

1,13 

36 

314 


1921 Etawah 

1,02 

42 

2*43 

(2) Towns with ter— 


76 



minal tax. 

1920 Budaun/^j^\^ 

39 

1*94 


1919 Hathraa 

1,05 

39 

2*69 


L 1920 Hardwar 

60 

31 

1*93 

Total 

6 

5,64 

2,35 

2*35 


( Sambhal 

32 

42 

*76 

(3) Towns with direct taxa- -j j 

tioh. (Amroha 

53 

40 

1*32 

Total 

2 

[ 85 

82 

1*04 

D .—Towns between 20,000 and 30,000. 

( Hapur 

f 

41 i 

20 

2*05 

(1) Towns with octroi . . < 

(.Firozabad 

27 , 

20 

1*35 

Total 

2 

68 

40 

1-70 

; 

Date of 
mposition. 

1919 Bahraich 

1 

40 

27 

1*48 


1921 Khurja 

42 

26 

1*81 


1919 Chandansl . 

60 j 

25 

2*4 

(2) Towns with ter-4 

1919 Ghazipur 

47 

25 

1*88' 

minaltax. 


1 



1922 Muzaffamagar 

53 

! 24 

| 

2*20 


1921 Kasganj 

37 | 

l 

21 

1*76 


L 1921 Banda 

42 j 

! 

20 

2*1 

Total 

7 

3,21 | 

1,68 

2*06 

(3) Towns with toll. 

Sitapur 

42 1 

22 l 

191 


i 


Total 


1 


42 


1*91 
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Town. 

1 Yield 
(in round 
thousands). 

Population 
(in ruund 
thousands). 

Incidence, 

E.—Towns below 20,000. 

i 


Es. 

‘(1) Towns with 

octroi. 

9 . 

2,36 

1,09 

2-16 

.{2) Towns with ter¬ 
minal tax. 

1 . 

. ; 26 

17 

1’58 

• (3) Towns with toll 

9 . 

2*51 

1,30 

1-93 

(4) Towns with 

direct taxa¬ 
tion. 

26 . 

3,55 

3,56 | 

•99 


Note.-— In the figures for yield the income from water rate and from pilgrim 
tax is omitted, as these taxes are levied in only a few towns. The figures 
include the income derived from all other municipal taxes other than those 
imposed under special Acts such as the Cattle Trespass Act, the object being 
to show the total income which a board succeeds in extracting by taxation, 

■ an^ not merely the income received from its main tax. 

It will be'observed that the yield in towns without indirect taxation is much 
less than elsewhere. 

As to the debatable question whether octroi or terminal taxation is the 
more productive form of indirect taxation, some regard must be held to the 
peculiar circumstances of certain towns. Thus among towns With the terminal 
tax, Cawnpore, Moradabad, Etawah, HathrasA Chandausi are industrial centres, 
and raise the average yield of the class in which each is included. It is possible 
that the yield of octroi in them might be even greater. Dehra Dun too 
is an exceptional case as it is the railhead for Mussoorie and Chakrata y 
and the high incidence of terminal taxation in this case is to be attributed 
simply to taxation of an exceptionally large volume of through traffic. Dat^ 
for a definite answer to the question could only be obtained by detailed investi¬ 
gations made separately in each town. 

It may be added that in the year 1923-24 the municipal boards of the 
province obtained from the sources included in this statement 51-45 per cent, 
'of their total income excluding Government grants towards capital expenditure. 


Mr* Muir gave oral evidence as fellows:— 

Sir Percy Thompson . Q .—You say that the size of a municipality is an im¬ 

portant factor, for within rough limits the ratio of the yield of a tax to popu¬ 
lation seems to be a function of the size of the town. Does that appear from 
the schedule given at the end ? 

A .—I think so. What I meant was that the returns for one lakh raised 
more per head per population than the next class and so on. The smallest 
town has the smallest per head per population. 

Q .—Is there very much in it when you get below one hundred thousand ? 

A .—There is not much difference between the fifty and the thirty thousand 
towns, but there is a drop in smaller towns. The effect seems present 
throughout the scale. 
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The President. Q.— The toll you refer to in paragraph 3 is the terminal tax: 
on carts, is it? 

A. —It is a tax on loaded carts. 

Q .—You say direct taxation postulates personal knowledge. I do not quite- 
understand your meaning. 

A. —I tried to explain it later on when I came to direct taxation. 

Q .—That assumes that taxation must be by members of the board. 

A ,—It is by members of the board. 

Q .—That is a peculiar system which has been rather abandoned in most 
advanced and democratic countries. 

A. —I do not know anything about that; I have only tried to explain the- 
practice prevailing here. 

Q .—Here is an opinion of an American Committee. “There is no ex¬ 
perience to justify the belief that, if the States turn over to the local 
governments independent sources of revenue, and adopt the theory that local 
taxation is an affair of purely local interest, we shall ever have a satisfactory 
administration of the tax laws by the local officials.’* 

A. —I do not quite follow what you are trying to show. 

Q. —If you want the tax to be properly administered, you must have a 
special staff for it. 

A. —I entirely agree with that. But there is no arrangement of that sort in 
this province. If we could find a taxation staff which would be independent,, 
it would be very much better. 

Q. —You will be able to get direct taxation. 

A .—You will. 

Q. —So what you say in the written statement will • not apply ? 

A .—It will no longer apply. 

Dr. Hyder. Q .~You think the yield of tax is proportionate to the size in 
the matter of population. Don’t you think that the volume of trade or the* 
industrial activity of the locality have also got something to do with it? 

A. —Yes. 

Q .—You may have a very ancient town with no trade or industrial activity. 

A. —Yes. Budaun is in that condition; all the trade is at Ughani, 11 miles- 
away. But generally, T think, towns are all centres of trade. 

Sir Percy Thompson. Q .—You say that under % the present arrangement a 
study of the taxable capacity of the various sections of the trade is never 
seriously attempted. On what principles would you determine the taxable 
capacity ? 

A. —By looking at the circumstances of the trade in each article. Of course, 
if an article is a necessity it should be taxed less than an article which is a 
luxury. What I meant was that when a municipal board revises the sche¬ 
dules, it has, I think, very little idea of the volume of the trade in the parti¬ 
cular article which they are considering and of the profits which were made by 
the importer. 

Q .—Do you think it is not passed on to the consumer? 

A. —Well, he does pay in some cases. 

£.-~You mean that the taxable capacity would be the point above which- 
the yield would tend to diminish if you impose any higher rate? 

A.—I was not intending to suggest that the taxation should be at the maxi¬ 
mum capacity. I think on certain articles boards levy too high a tax, but 
others they might quite profitably tax somewhat higher than the present rate. 

Q.—' Would it necessitate any maximum unless the people tended to leave* 
the town because the tax made the prices too high ? 

A .—You can reduce in special cases. 

Q .—Would you tax articles of food? 
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A.— I think to some extent it is quite possible. 

Q .—I should think your idea of taxable capacity was a wrong basis, 
because it would result in taxing on the wrong things heavily. 

/l.T—In the case of octroi, don’t you think that the schedule should be drawn 
up on the basis of the volume of trade, so as to get a scheme of taxation which 
will probably be evenly distributed ? I do not find it very easy to express my 
idea. 

Q. —I shall put to you the propositions laid down by another witness and 
ask your opinion on them. “Where the commodity is a staple export the 

price is determined by world conditions, and what is paid to the producer is 
roughly export price minus cost of transport. As the commodity can be ex¬ 
ported from stations where no octroi tax is levied, it is prebable that in a 

municipality where octroi is levied the tax will be borne by the consumer. 
Where the raw commodities are not a staple of export and .the municipality 
is the main market, the octroi mainly falls on the producer”. 

A .—I do not know anything about that. 

Q .—Octroi on raw materials falls either on the manufacturer or the agri¬ 
culturist, and on imported goods on the consumer. In fixing the octroi scale, 
he recommends that it is desirable, in taxing raw commodities which are 

necessaries, to tax those produced in large quantities in the vicinity of the 
local body concerned. 

A.— Yes. 

Q. —You would like to have a thorough enquiry into these principles? 

.4.—Yes. 

Q .—Into the canons of octroi taxation ? 

A. —Yes. 

Q .—And see how far the schedules comply with them? 

.4.—Yes. 

Q. —Do you think it would be useful for two or three officers to consult in 
a matter of that sor t ? 

A .—It might be so; but I myself am entirely confined to this province. 

Q. —Will it serve any useful purpose to summon a conference of officers who 
have studied the question of octroi taxation ? 

A. —You will first have to make our officers study the question. 

Q .—If a duty were at penal rates, would it come to your notice ? 

A. —Probably, but not necessarily. 

Q. —Can you tell us what was the reason for a particular tax being put on 
the cloth trade at Etah? 

Dr. Hydef. —It is the head-quarters of the district. The rural population 
take their supply from Etah. 

The President. Q .—But what special advantages do the cloth merchants 
derive from the municipality so as to bring them under section 128 (2)? 

A .—I do not know. 

g.—There is also the case of the brick burners. 

A. —That was probably done by the Commissioner. They have got final 
powers except in the case of the cities. I do not think there was any refer¬ 
ence to Government about that. 

Q. —Would you impose a maximum on necessities ? 

A. —I think probably it would be a good thing. When schedules come up 
to Government, we don’t allow them to tax beyond a certain rate. We always 
try to keep it down. 

Q. —The tendency has been to relax control ? 

.4.—It has been. 

Sir Percy Thompson. Q. —You say that octroi is the more popular form of 
indirect taxation because the results of the new tax were disappointing. 
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A .—Yes. 

Q .—If any municipality wanted to convert terminal tax to octroi duty, can it 
■do so? 

A. —I know of one instance, that of Agra, which wanted a couple of years 
ago to go back to octroi. They were told that they must give the terminal tax 
a fair trial. 

Dr. Paranjpye. Q. —Which is the more productive of the two? 

A. —I think there is very little in it. There was an impression at one 
time that terminal tax would not pay. 

Q .—When they actually got as much as they got from octroi, there must be 
•some other reason for their wanting octroi. 

A .—I do not think the trade wants it. 

Q. —It is simpler for the trade. 

A. —It does not seem to think so. 

Sir Percy Thompson. Q ,—Then, it is really because they think—possibly 
erroneously—that an octroi would give more revenue ? 

A .—I think that is to some extent true. I understand that Lucknow is try¬ 
ing to get rid of octroi. 

Dr. Hyder. Q. —And get on to a terminal tax? 

A. —Some other kind of tax. I have only heard it mentioned quite casually; 
it is only a rumour. The other day the representatives of the Merchants' 
Association at Muzaffarnagar came to me and said that on the export of 
wheat they would prefer to have an octroi instead of a terminal tax : they 
prefer a tax in which they would get refunds in spite of the inconvenience. 

The President. Q. —In other words, the terminal tax is operating as a 
transit duty ? 

A. —Yes. 

Dr. Paranjpye. Q. — Has any municipality proposed the two together, ter¬ 
minal tax by rail and octroi by road'? 

A. —No; a terminal tax is always accompanied by a terminal toll. As a 
matter of fact, we have practically got down to an octroi in some cases whore 
the terminal toll is imposed at rates equivalent to the terminal tax rates. If 
there is a railway station five miles away from the municipality, goods of 
high value and small bulk could be profitably unloaded from the railway and 
imported in carts, which only paid the toll. To stop this the toll is now 
levied on the amounts imported in each cart, not merely on the cart load. 

The President . Q. —The terminal tax varies with the class of goods, but 
the toll is the same in all cases? 

A. —It is not. There are different classifications. Two plans have been 
adopted : under one, it is really a toll, but on carts containing particular 
classes of goods specially high rates are imposed; under the other there is 
what is practically an octroi on certain classes of goods, that is, the tax is 
not on the vehicle, but on the actual contents of the vehicle. 

Q. —Is that the normal thing? 

A. —Yes. 

Q. —In the matter of shifting from one tax to the other, could you explain 
the meaning of the rule in the Scheduled Taxes Rules, which allows you to 
impose an octroi anywhere, but only a terminal tax on goods imported into a 
local area in which an octroi was levied on or before the 6th July 1917 ? 

A .—The Government of India wished to control any extension of the 
terminal tax to towns in which an indirect fax was not in force. 

Q. —How do you find this arrangement? 

A. — It is a nuisance. Whenever we want to vary a terminal tax in a town 
in which it was introduced with the sanction of the Government of India, we 
still have to apply for their sanction to the revision of the schedule. 
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Q w —Whereas in the case of octroi, you can do anything you like? 

A. —Yes. 

Q .—It is an endeavour to retain control which has been abandoned? 

A, —Yes. 

g.—Have you any idea as to what proportion of the money collected from> 
the trader under the octroi system gets into the coffers of a municipality ? 

A. —I have no experience. 

Sir Percy Thompson. Q. —Do you think you could check abuses in the levy 
of octroi? 

A .—It is very difficult; a great deal depends on the Octroi Superintendent* 

The President. Q. —Would you modify your opinion that “for many years, 
to come the octroi will remain the chief municipal tax of the province”, if 
official assessments of direct taxes were practicable? The South of India has 
had no octroi for generations. 

.4.—People are certainly opposed to any form of direct taxation. 

Q. —If direct taxes were introduced, would they lead to riots? 

A. —No, but 1 rather doubt if you could do it. 

Dr. Hyder. Q. —Would a direct tax, say a tax on houses, yield a large 
revenue ? 

A .—It is a question of the rates at which you levy the tax. 

Q. —You are familiar with the towns in the United Provinces. Take the 
smaller towns where direct taxes are imposed. There will only be a few 
houses, however high your rates may be. 

*4.—The rates are pretty low. 

Q. —Regarding water-rate, you would make the services pay their way. 

The Hon'ble Sardar Jogendra Singh. Q. —What about the tax on circum¬ 
stances and property? 

A .—It is levied on incomes as low as Rs. 10 a month; the tax on such 
incomes is so low as to. be really not worth levying. 

Q. —Your Municipalities are graded into first, second and third classes, 
aren’t they? 

A. —Yes, but not for general purposes, only for certain particular purposes. 

Q .—A notified area is an area in which certain provisions of the Municipal 
Acts are in force? 

*4.—Yes. 

The President. Q. —I rather thought from reading your Report on Muni¬ 
cipal Administration and Finances for the year 1922-23 that Government are 
disappointed about the future of municipal administration. 

A. —I think to some extent they are. 

Q .—You say in the report that “municipal services were usually rendered 
in tolerable fashion, but failed everywhere to reach a standard of really 
business-like efficiency.” 

A. —I think that is true. 

The Maharajadhiraja Bahadur of Burdwan. Q. —Is not that true all over 
the country? 

A. —I don’t know. 

The Hon'ble Sardar Jogendra Singh. Q. —The position has not deteriorated. 
Is it not just the same as it was two or three years ago ? 

A. —I d6 not think there has been any particular deterioration. 

The President. Q. —You say that the Cawnpore water-supply plant, besides 
being very old and admittedly liable to a calamitous breakdown at any 
moment, is unequal even to the present demand; persons legally entitled to 
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laouse connections have been unable to obtain them; the operations of the 
Improvement Trust have been gravely hampered, and that the development of 
the city has been arrested. Don’t you think that there is any prospect of the 
imposition of sufficient taxes to make the organization an efficient body ? 

.4.—It is a question of more money. 

Dr. Paran)pye. Q. —It is a question of recoveries. 

A. —Not entirely; I do not think the collections are now so bad in Cawn- 
jpore. 

The President . Q. —You refer to one municipality in which the actual 
amount due is unknown, as the registers have not been totalled for many 
.years. 

.1.—That is Benares; it is doing better now. 

Q .—You have no provision for surcharge ? 

A. —Unfortunately, we haven't. 

Q .—Has the surcharge provision ever been suggested here ? 

A .—Not to my knowledge. 

Q. —Do you think it likely that anything in the shape of direct taxes could 
be introduced without very strong pressure from outside? 

A .—I think it would need very great pressure. 

Q .—Is it not a fact that non-agrieultural land is to a great extent untaxed 
either by Government or by the local bodies? 

.4.—I think that is true. 

The. I Ion hie S'ardor Joyendra Sinyh. Q .—Has a person who builds a house 
on a piece of land any capacity to pay a tax in addition to what he pays as 
rent ?• 

The President. Q .—The administration of nazul lands is handed over to 
tile 'municipalities; is full economic rent extracted for such lands? 

A .—1 doubt if it is. 

The Hon'hie Sardar Joy end ra Sinyh. Q.—Nazul lands have a charge on 
them when they are allowed to be built over? 

.4.—There is a rent charged. 

The President. Q. —Suppose Government were administering them direct 
instead of handing them over to the municipalities, Government would prob¬ 
ably realize more from them than the municipalities now do, ■ 

A .—Possibly so. I do not think there has really been any attempt to ex¬ 
tract the full potential income. The rules are rather lenient to the lessee; 
they allow for a 90 years’ lease with renewals at 30 years, and the condition 
that the rent at renewal shall not be raised by more than 50 per cent. 

Dr. ITyder. Q. —Are not these nazul lands made over for the use of 
colleges ? 

A. —In certain cases. If a piece of nazul land is wanted for Borne public 
purpose, it is generally made over free. 

Sir Percy Thompson. Q. —Agricultural land continues to be assessed to 
land revenue at agricultural rates, although it has increased in value twenty 
times. In such a case, does the municipality get any part of the increase? 

A .—Not of the potential value 

The Rouble Sardar Joyendra Sinyh. Q. —Is it not a fact that a piece of 
agricultural land, which comes into a town and is built over, does not belong 
to Government? It belongs to some landowner. Except the nazul land, there 
is no other land which belongs to Government ? 


A .—When it is built over, it ceases to pay any tax at all, and the whole of 
the unearned increment goes to the pocket of the owner. 


2 H 
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The President. Q. —There are a considerable number of wealthy absentee 
house-owners, as in Benares, who pay practically nothing or very little towards 
the municipal revenue? 

A. —Probably there are. 

The Hon'hle Sardnr Jogendra Singh. —I ■ have some houses in which I do 
not live. I pay a house tax. I do not get any exemption. There is no ex¬ 
emption so far as I know. 

The President. Q. —Is there a house tax in Benares? 

A. —There is. 

Q •—You have no maximum on the taxation of the necessities consumed 
by the poor; but you have a maximum on those taxes paid by the rich man ? 

A.— Yes. 

Q.—What is the maximum for profession tax? 

A. —It varies in each case; there is no statutory maximum. 

Q —You have nothing running up to a thousand rupees? 

A .—I do not think so. 

Q. —There is no taxation of companies ? 

A .—Not as such; only a tax on circumstances and property or on trades. 

Q .—What would a big cotton mill in the middle of Benares pay? 

A .—A house tax. 

Q. —It would undoubtedly use the municipal services. Would it pay a 
special rate for the water which it takes ? 

A. —I think the mill would be metered. 

Q. —Under District Boards there is a deficit of 27 lakhs of rupees. How 
does that arise? 

A. —Their income has not gone up, but the cost of their services has. 

Q. —Do they budget for deficits? 

A. —Yes. 

The. Hon'bit Sardar Jogendra Singh. Q .—Are the deficits due to the fact 
that Government have ceased to give any additional grants to them ? 

A. —No; I think they are making grants in the same proportion as they 
were doing before. 

Q. —Grants for the old works are continued, but so far as new works are 
concerned, only in very few cases are grants sanctioned by Government; is 
that so? 

A. —The decrease is almost entirely under education. 

The President. Q. —I find that the Government grants were— 


1918-19 • . 30*54 lakhs of rupees. 

1921- 22 . 68*68 

1922- 23 .. 54*68 „ 


A .—The drop in 1922-23 is an educational matter. When a District Board 
ended the year with an unspent balance of the Government grant, this was 
deducted from the amount of the Government grant for the next year. 

The Hon'hle Sardar Jogendra Singh. Q .—The new Act has been in force 
for two years ? 

A. —Yes. 

The President. C.—Do the Government accept deficit budgets from District. 
Boards ? 

A.—They have so far. 

Q .—Without requiring them to impose fresh taxation to meet the deficits V 

A .—Government powers are very limited. They can return the budgets,, 
but they cannot force boards to impose fresh taxation. 
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Q .—How is the deficit of 27 lakhs met ? 

A .—From the balances. 

Q .—Your report for 1922-23 says that “the modest annual surplus of 
1918-19 was by 1922-23 converted into the heavy deficit of 27 lakhs.” Is there 
still a balance ? 

A .—The District Boards had a fairly large balance a few years ago. 

Q ,—What is their system of banking ? 

A. —They bank with the treasury. 

Q .—The District Boards are heading straight to bankruptcy ? 

A .—Yes; and I must say that to some extent Government are partly res¬ 
ponsible for it. Education is the chief item they are spending money upon, 
and they cannot retrench on that. 

Sir Percy fykomyson. Q .—All Boards can get on if they raise the assess¬ 
ment and impose fresh taxation? 

A .—Their immediate needs would be fully met. 

Q .—Have any boards imposed additional taxation? 

A .—A few of them have sent up proposals to impose a tax on circumstances 
and property. 

Q ,—Your view seems to be that the District Boards have too much to do ? 

A .—I think in some respects they have too much to do. I do not think 
that “Public Health” should be treated as a local subject. 

Q .—Do you think that “Education” should? 

A. —I am rather doubtful about it. But I have nothing to do with educa¬ 
tion ; the Education Department deals direct with District Boards, not 
through the Local Self-Government Department. 

The President. Q .—Mr. Blunt has given us a note on the general finances 
of the province, in which he says that the whole system is incapable of adequate 
expansion, and the two reserve taxes would be difficult to impose and collect. 
I take it that this does not so much apply to Local Self-Government. Both 
District Boards and Municipalities have considerable reserve powers; they 
have only to exercise them ? 

A .—Municipalities have, but not District Boards. 

Q .—Has any estimate been made as to what the tax on circumstances 
and property would yield ? 

A .—I do not think any estimate is possible. It has been suggested that it 
might yield, say, about 7 lakhs for the whole province. But it is only a guess. 

The Hon' hie Sardnr Jogendra Singh. Q .—What is the average size of a 
district in the province? 

A .—On the average it has a population of about a million. 

Q .—What is the income of an average District Board? 

A. —From 2 to 5 lakh3 of rupees. 

Q .—And what would be the share of such a district from the tax on circum¬ 
stances and property, taking the 7 lakhs for the whole province? 

A .— There are 48 districts, it would he less than Rs. 15,000. 

Q .— It would not in any case meet the demands of District Boards even for 
better communications ? 

A .—I don’t think it would# 


2 h 2 
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The President. Q. —You talk of a tax on vehicles; would it be a toll? 

A .—That has been suggested, but I do not see how you could levy a toll. 

Q. —I am not recommending the system, but a very large income is derived 
from tolls in Madras. 

A .—It may be possible, but no feasible method of collection has been sug¬ 
gested here. 

Dr. Paranjpye. Q. —What about ferries? 

A. —We already have a tax on those. 

The Hon'hie Sardar Jogendra Singh. Q .—Have you considered the ques¬ 
tion of making railways contribute for maintaining feeder metalled roads? 

A .—That has been suggested, but not considered. 

Q. —Do you think it would be possible to obtain such a contribution from 
the railways ? 

A. —I do not know. 

The President. Q. —Are your takings from ferries earmarked for the 
construction of bridges ? 

A.— No. 

Q. —Don’t they tend to become a tax on transit ? 

A .—They are a tax on transit to some extent. 

Q. —You take advantage of the river and levy a toll on ferries ? 

A. —Yes. The portion of the income which is a transit due is not very high 
and the rest is utilized to maintain the ferry. 

Q. —You said that 3 T ou had considered levying a tax on vehicles; would 
there be any difficulty in collecting it ? 

A. —I think there would be. 

Q .—In order to arrive at a comparison between the provinces of the 
extent of local taxation, we find very great difficulty in eliminating subsidies, 
direct and indirect, because the services performed in each province are 
different. We suggest that we should take the total expenditure of all the 
services that are common and find out what percentage is borne to the total 
expenditure by the taxes levied by the local bodies so as to eliminate the 
subsidies. Do you agree with this? 

A .—I think it is a very good idea. I do not know any other way of doing 
it. 

Q .—We find there is so much indirect subsidy. 

A. —Yes, there is a certain amount of it even in this province. 

Dr. Paranjpye. Q. —You suggest that some of the work of the Boards 
should be taken away, from them. What work do you mean? 

A .—Chiefly public health work. 

Q .—What else would you take away? Vaccination? 

A .—Possibly vaccination. 

Q .—What else? 

.4.—What is required in the rural areas in public health is education of the 
people in sanitary ideas. 

Q. So that you will take away education from their hands ? 

A- I did not mean general education, but education in hygiene. 
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Q .—Do not the Boards do anything in that way? 

A. —We have introduced a district Tiealth scheme in a few districts. This 
scheme provides the necessary staff in the shape of district health officers. 

Dr. Ryder. Q .—You are going to finance these schemes from provincial 
revenues ? 

A. —Yes. In my opinion the schemes would work more efficiently and better 
if they were made provincial. 

Q .—Do the Boards gj in for secondary education? 

A. —With permission, but they only make a small contribution. 

C*—What would you say to taking away education from the Boards and 
having managing bodies, ad hoc ? 

A. —Education is a subject which I have never dealt with at all and I really 
do not know to what extent the education of the country is advanced by the 
boards, but I am inclined to agree that it would probably be a good thing, 

Q .—You don’t think that your Council would help you in getting the Dis¬ 
trict Boards to work better? 

A. —No. The present tendency is to side with the Boards. 

The President. Q. —Have you read the Bengal Retrenchment Committee’s 
Report? 

A. —I have not. 

C*—Their proposition was that because the local bodies have a lot of room 
for taxation and the resources of the Government have been exhausted, a 
number of services should be transferred from the Government to the local 
bodies, and they should be asked to raise funds. Your proposal is opposite 
to that? 


A .—It is. 
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APPENDIX. 

There is one matter on which I should like to add some remarks. It has 
been suggested that there should be an official staff for assessing direct taxes. 
The idea is attractive at first sight, but the trouble is that the staff would be 
dealing with a large number of very small incomes. Even with an unpaid 
assessing agency, the net return from the tax on these small incomes is very 
low. The co^t of a paid assessing agency would swallow up much of this 
small net return. To get over this, one would, I think, have to raise the lower 
limit of taxation, and I question whether a juster assessment of larger in¬ 
comes would cover the consequent loss })lus the cost of the assessing staff. 
Meanwhile, the difficulties of collection would remain as great as ever, and 
would be enhanced, were the rates on larger incomes raised in order to obtain 
a larger return. The Committee seemed to think it axiomatic that taxation 
of the poorer classes is a thing to be avoided. I think the Committee would 
do well to consider whether the axiom really holds in this country where any 
surplus of income over expenditure tends in the poorer classes to be absorbed 
either by less work being done or by an increase in the population. Little 
of it goes to raise the standard of living. To put the thing in another way, 
I do not think that there is any class which has any difficulty in maintaining 
its standard of living. An indirect tax, which fails on all classes, may compel 
them to expend a little more of their surplus stoves of energy, but there seems 
to me very little danger either of its depressing the standard of living or of 
its preventing a rise in that standard, for the desire to raise that standard 
is rarely present in any force. Move generally, much of the taxable capacity 
of the people seems to lie in the surplus energy of the masses, which, unless 
put to it, they prefer not to spend. A vague recognition of the correctness 

of this idea may lie at the root of much of the opposition to direct taxation. 

Direct taxes fall on those who are already expending much of their available 
energies. The real objection to local indirect taxation is to my mind not that 
it falls also on the poorer classes, but that it hinders trade and is usually 

attended by abuses. Some evidence of the capacity of the people to tall back 
upon surplus energy is, perhaps, to be found in the remarkable ease with which 
the people has adjusted itself to the recent increase in the cost of living. Tn 
the main that increase was due to the rise in the price of foodstuffs and the 
ability to meet the rise was derived ultimately from the higher prices obtained 
by agriculturists for their produce. In fact the problem and its solution 
were in the main of a monetary nature, and to that extent have no bearing 
on the point which I am considering. Hut I suspect that to some slight 

degree the adjustment was made by a greater output of energy, which in part 
is still maintained, and has so far resulted in some improvement of the 
standard of living. At anv rate, I have the impression that the people are 
‘better off* than they were before the rise in the cost of living occurred. 
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23rd February 1325. 

Lucknow. 


Present : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I., I.O.M., Maharajadhiraja 
Bahadur of Burdwan. 

Sir Percy* Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jogendra Singh. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 

Sheikh HABIB TJLLAH Sahib Bahadur and Seth BISHESH- 
WAR DAYAL Sahib were examined on behalf of the British 
Indian Association, Oudh. 


Written memoranilum of the British Indian Association, Oudh. 

Q. 1 .—The statistics are neither adequate nor reliable. 

Q. 3 .—Yes, we agree. 

Q. 15. —We agree to the plans mentioned in part (1) and also in part (4) 
if practicable. 

Q. Iff.—No. 

Q. 17. —The Tenancy Law provides that no statutory rights will accrue cn 
such lands until after the expiry of 14 years from the date of their first 
being brought under cultivation. 

Q. 21. —Indirect taxation should be regarded as voluntary in some cases. 

Q. 22. —Indirect taxation on luxuries is voluntary as the taxpayer has the 
option to indulge, in luxuries. It is involuntary in the case of articles of 
necessity. 

Q. 21f , % —We are opposed to a tax on railway tickets. Special forms of enter¬ 
tainments may be taxed, such as hotel dances, theatres, etc. 

Q. 27. —Yes, almost everybody already pays. 

Q. 28. —Yes, the question is one of limit. 

Q. 29. —Direct tax in the case of representation. 

Q. 3If. —No, we would follow the English practice. 

Q. 38. —No, we are not in favour of the refnoval of the exemption. We will 
make no distinction between the actual earning of a farmer and the income 
of a landlord. 

Q. 39. —The estimate is exaggerated, but there is no doubt that an enormous 
sum of several crores of rupees could be realised by introducing the double 
tax system which the suggestion of assessing tax on income derived from 
■agriculture practically leads to. 

Q. JfO .— Vide answer to question No. 39. 
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Q. —Tax free securities should not be discouraged. 

Q. 1ft. —We would favour the taxation on the basis of 3 years average. 

Q. £8 .—The quotations mentioned contain useful and practical hints for the* 
levy of taxation. v 

Q. If9. —Cartridges, chocolates, motor cars, coffee, perfumery, playing-cards,, 
pleasure vessels, saccharine, and tobacco may conveniently be treated as a class 
of articles fit for excise duty. 

Q. 50- —The answer is in the affirmative. A higher rate Qf tax should be 
fixed for better class of drinks and smokes. 

Q. 51 .—We quite agree with the opinion expressed in this extract. 

Q. 52. —We accept the statement. 

Q. 58 .—It is high. 

Q. 51f .—We would advocate an extension of direct sale of salt by Government. 

Q. 55 .—We are in favour of protective duty. India as a whole should bo 
the paramount factor in such cases. 

Q. 58 .—We would advocate the enforcement of the sale of aalt by weight. 

Q. 59 .—We are in favour of action on this line. 

Q. 60 .—It is desirable and may be found practicable. 

Q. 61.— No. 

Q. 63 .—We accept all of the statements to a very great degree. 

Q. 6If .—The policy falls short. 

Q. 65 .—It ought to be possible to have a uniformity of rate in various 
provinces. 

Q. 68.- -No. 

71. —Yes, there is sufficient reason. 

Q. 78 .—The tariff imposed for revenue purposes should, be confined to a few 
and not to all. 

Q. 82 .—Export duty of jute and lac will be desirable. 

Q. 95 .—We would prefer to see a more general extension of the entertain¬ 
ments tax. 

Q. 96 .—Rent is an income derived for the occupation of something by owners 
from occupants. Tax is a compulsory contribution imposed for the purpose 
of carrying on works of public utility by a body or administration legally 
authorised to do so. Rent may be used for private as well as for public 
purposes, while tax can only bo used for public benefit. 

It comes under either category. Where the Crown or Government gets the 
land revenue from the occupiers direct it is in the form of rent, but where 
the revenue is taken from the owner of the land it is a tax. 

Q. 97 .—It is to a very great extent. 

Q. 98 .—We quite agree. 

Q. 99. —-Yes, if a standard is fixed of the. prices of various kinds of produce 
of land. 

Q. 100. —Agricultural income should not be assessable to an income-tax. 

Q. 101. —We do not approve of this. 

Q. 102 .—No. 

Q. 101f .—We would accept clause 4 as a fair method of arriving at the 
comparative incidence of land revenue in different provinces. 

Q. 105 .—Revenue be assessed on minerals to the same extent as on the 
agriculture. 

Q. 109 .—The remark about the octroi duty is correct. 

But it is the only form of municipal tax which people do not very much 
feel, especially in small municipalities where there is no special trade or 
commerce. Experience shows that it is so difficult to be replaced by any direct 

taxation. 
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Q. 110. —The reason is that however small the direct taxation is, it is very; 
much felt in this country, and this is still operative in the case of small 
municipalities. 

Q. 112. —Yes. The owner is able to shift the burden of the tax on to the 
occupier. 

Q. 121. —Yes, we agree. 

Q . 122. —Yes, these can be the means. 

0. 123. —We would prefer fche method suggested in paragraph 1 of question- 

Nc. 122. * 

Q. 121f. .—We advocate no limitation. 

Q. 125. —Rates should be fixed having regard to the productive power of 
soils in the various localities. 

Q. 729.— Yes. 

Q. 133 .— The rates should be such as to enable the local manufacture t-Q 
yell cheaper than the imported. 

Q. 127. —There should be no duty on inheritance or succession. 


Sheikh Habib Ullah Sahib and Seth Bisheshwar Dayal Sahib gave oral evidence as 

follows 

The President. Q. —You represent the British Indian Association, Oudh? 

A. —Yes. 

Q. —Would you mind telling us the functions of that Association? 

A. —It is a very old Association, originally started to support all movements 
of a public nature. The members are all landed proprietors and there is an 
Act under which each talukdar has to pay a certain percentage of his land 
revenue as a subscription of the Association. It is a sort of local cess and the 
amount so collected is utilised for the maintenance of the Association and the 
Canning College here. 

The Maharajadhiraja Bahadur of Burdwan. Q. —One of the qualifications for 

the membership of the Association is that you must have landed property? 

A. —He must be a talukdar holding a sanad. The zamindar is a landholder, 
whereas a talukdar is a land owner. 

Dr. Hyder. Q. —Is that accepted by the zamindars of Agra? 

A. —Yes. We are the landowners. That is mentioned in the Act and that 
is according to the sanad which is given to us and which is a sort of charter. 

The President. Q. —What is the rate of cess that you pay? 

A .—It is about £ per cent, on the land revenue for the British Indian 
Association. 

Q .—What is the amount of your annual collection? 

A. —About Rs. 70,000; I am not very accurate. We pay j per cent toward^ 
maintenance of the Canning College. We will also send you a copy of the rules 
showing the aims and objects of our Association. 

Dr. Paranjpye. Q. —Is every talukdar a member? 

A. —Yes. He becomes a member because he has to pay the subscription under 
the Act. Only the talukdars can be members. But others also can be honorary 
and additional members. For instance. Sir Hareourt Butler was one such member 
(Honorary). 

The Maharajadhiraja Bahadur of Burdwan. Q .—Supposing a talukdar does 
not want to be a member? 

A. —But anyhow he has to pay the subscription. We had an enactment passed 
recently in the Legislative Council to the effect that every talukdar has to pay 
a cess towards the maintenance of the Association and the College; and about 
the conditions and other matters connected with it, it is left to the Council of 
Talukdars. 
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Dr. HytLer. Q. —In answer to Q. 1, you say that ‘the statistics are neither 
.adequate nor reliable’; and in answer to Q. 2 you say ‘Yes, we agree.* _ Now 
I ask you whether these conclusions were ever used by your Association in 
their addresses presented to the different Governors and Viceroys whom they 
entertained, that is, the conclusions based on the different estimates made of 
the wealth of the country. 

A. —Oh, yes; we have represented times without number that the land 
revenue is excessive and that there should be a limit for it. This matter was 
also taken up at our request by the Government of Sir Harcourt Butler, which 
appointed a committee to investigate into the question. 

Q .— In answer to Q. 15, you say that you are in favour of items (1) and (4). 
That is, you levy so much charge as would barely cover the cost of a scheme? 

A. —Yes, with interest. 

Q. —You also favour item No. (4). Now suppose the tenants of the taluk- 
dars form thems Ives into co-operative societies. Would you favour the creation 
of such co-operative irrigation societies among your tenants? 

A. —Certainly. It is to their interest to have such societies. 

Q. —And would you get rid of the canal patwari who, 1 understand, takes 
money to some extent? 

A .—There are such complaints in ali departments and in all parts of the 
world. It is not peculiar to India alone. And if the tenants want to protect 
themselves against any such worries of this nature, of course we welcome it. 
They will be a sort of protective societies to further their own interests. 

The President. Q .—Have you any experience of handing over the distribution 
of canal water to a panchayat ? 

A. —No. 

Q. —Do you think that would work well? 

A. —-It may be started as an experiment. But I don’t think that we can 
talk about it with any degree of certainty, because we have just had this 
system of panchayats disposing of village disputes and it is still uncertain 
whether it will succeed. 

Dr. Paranjpye . Q. —Does any of your members own any private irrigation 
works, i.e., big tanks, for example, from which irrigation channels are taken? 

A. —We have tube wells. 

Q -—At what rate will the proprietor charge the tenants for the use of the 
water ? 

A. —He is entitled only to make an enhancement in rent proportionate to the 
cost of improvement at the rate of 6 per cent on the money invested. 

The President. Q. —Do you mean that he is barred by law from taking more 
than 6 per cent ? 

A. —I think the law operates in this way : that if anybody wants to irfake 
an enhancement in rent on that basis he has got to go to the court. 

Dr. Paranjpye. Q. —What does a tube well cost? 

A. —Roughly about Rs. 5,000 or Its. 6,000. It all depends on the depth of the 
water. 

Dr. Hyder. Q.-~ You say in reply to Q. 15 that the State should charge only 
the bare cost of supplying the water. Now, do you think that whenever a 
ialukdar improves or constructs a well, he bases his rent merely on the cost of 
improving or constructing it? 

A* —Yes, on the basis of interest. Besides, in the case of Government it 
is a thing of mutual benefit. The Government has the benefit of having no 
remission of rent and the landlord has the increased produce out of which the 
Government also will have a share when time comes. 

Dr. Paranjpye. (?. -The tube well also affords mutual benefit, both to the 
proprietor and the tenant. 

A. —Quite right. But in the case of the landlord he is not quite free to in¬ 
crease the rent as much as he likes, because the^e are limitations. 
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Q .—When a holding falls in after the 'death of a tenant, to what extent 
can you increase the rent? 

i, —Unlimited. 

Q .—Would you take an unlimited increase on account on the improvements? 

A.—The whole question is this. As regards enhancement that we claim on 
the basis of improvement, I have already said that we can claim 6 or 7 per cent 
on the amount invested. As for our demanding further, we are subject to the 
scrutiny of the Courts. 

Q .—That is so during the tenancy of a particular individual. When the 
tenancy falls in on the death of the individual, are you not allowed to increase 
the rent to any extent you like? If there is competition for land, would you 
not give it to the highest bidder? 

A .—I am sorry to say that practical experience is required to answer this. 
We do not give land on the basis of competition. Anybody who does do 
so ruins himself and ruins the tenantry. We want a lasting income from the 
villages. If we begin to give the land on competition some land may fetch three 
times as much as it does now. But the -result will be that the tenant will leave 
the village in three years. 

Dr. Hyder. Q. —Where can he go? He can go to another village. 

A .—He can go to a factory or a railway. 

Q .—Are there any factories? 

A .—Lots of them. Go to a village and you will find several mills. Labour 
is getting very dear now. It is as. 8 per day. The tenant is not so happy 
as he used to be ten years ago. He has got to pay for the labour and every¬ 
thing else. 

The Hon'ble Sardar Jogendra Singh . Q. —Does not the Rent Act govern all 
increments ? 

A .—We can take enhancement after a death. There is no limitation to 
that. But if any zamindar tries to rack-rent or create competition he is finished 
very soon. He will not do it. 

Dr. Hyder. Q .—Were not the agrarian troubles in Oudh due to rack-renting? 

A.—That was due to excessive demands outside the rent. They imposed 
what they called ‘tax’ in addition to the rent. There was the fear of ejectment. 
In those days they had the power to eject. What they used to do is this. They 
would say ‘if you don’t pay us this money we will eject you.' That was the 
cause for the trouble and that is gone now. Besides there were also political 
reasons. They were under some political influence. 

The Hon'ble Sardar Jogendra Singh. Q .—Do you favour the fixing of water 
rate for a period of 30 years or revise it every 5 years? 

A.—The canal like every other undertaking is subject to expenditure. Sup¬ 
pose the cost of labour is increased and tl^e upkeep of the canals becomes dearer, 

7 think I would favour the idea of revision after a period of ten years. 

Q .^—Can you give us an idea of what irrigation from a well costs? 

A.—About Rs. 4-8-0 per acre. 

Sir Percy Thompson. Q .—Is that the total cost of taking the water? 

A.—It is the cost of labour. It does not include the upkeep of bullocks 
and other things, 

Q. —What will the total cost come to, including labour and the upkeep of 
bullocks ? What is the amount which a prudent man will charge taking into 
account all the circumstances? 

A.—I think we can add 50 per cent, to the figure I have given. 

Q. —That is about Rs. 7. 

A.—Yes; it also depends upon the locality. Sometimes it is difficult to get 
sufficient water. 

Q .—Assuming it to b^ under the most favourable conditions. You say it is 
Rs. 7. I think the charge for Government water for irrigating, say a sugar¬ 
cane crop, will be more than Rs. 7, Why should people then take Government 
water where they can get well water so cheap? 
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A. —Yon can’t have wells everywhere. Another chief reason is that it require*, 
capital to construct a well. 

Dr. Hyder. Q. —-Which is better, well irrigation or canal irrigation? 

A. —Certainly well irrigation is by far the better. The canal sometimes- 
brings a lot of silt and sand which deteriorates the land. 

Q. —Does not the silt fertilise the land? 

A. —Sometimes it does. But generally you don’t get good silt and a lot of 
sand is also brought. 

Q .—In answer to Q. 16 you say that the State is not entitled to take a por¬ 
tion of the increase in the value due to irrigation. Suppose there takes place 
an increase in value for which the parties concerned do nothing. The scheme- 
is undertaken at the expense of the general taxpayer and it benefits certain 
classes who do nothing whatever to earn the increase. Do you not think it is 
equitable that the general tax-payer should get back a portion of the increase 
that takes place in the value of the land? 

A. —Does he not get the interest? 

Q .—The scheme may simply pay its way. Don’t you want to take more in 
proportion to the increase in value? 

A. —You mean a betterment tax? 

Q— Yes. 

A. —How can you do that? All the land is subject to temporary settlement. 
Supposing the land is brought under irrigation for the first time. Irrigation is 
not the only factor in improvement; there are lots of other things. Other im* 
provements will become necessary and the tenant has got to spend money ca 
them; and whatever increase is got eventually through the irrigation, something 
is taken by means of enhanced land revenue. 

Q .—-What are the other improvements which are made by the cultivator? 

A. —-I believe you have seen fields which are irrigated and fields which are 
not irrigated. In the irrigated fields they have got to keep a certain level 
so that water might run from one field to another. 

Dr. Paranj'pyek. Q.— You mean to say that the portion of the increase has to 
be ascribed to the levelling of the ground? 

A. —I say the tenant has to undergo much trouble. I don’t deny that irri¬ 
gation does better the land; but all that I say is that the improvement that he 
gets is only temporary. The improvement which'is made in the land eventually 
goes to the Government and the land revenue is increased. Besides, develop¬ 
ment of agriculture is one of the duties of the State. What you suggest is a 
sort of tax on the valuation and whenever the valuation is increased you want to 
increase the tax. This is against all principles. 

Q .—It is not against all principles, because nothing has been done by the 
landed classes to earn this increase. It has been done by the expenditure of the 1 
State's money and the State is entitled to get its share in the shape of an in¬ 
crease in the land revenue. 

The Hon'ble Sardar Jogendra Singh. Q. —Are not 'the majority of the general 
taxpayers agriculturists ? 

A. —Yes. 

Q. —is n ot the greater portion of the capital paid by the agriculturists? 

A. —Yes. 

Sir Percy Thompson. Q .—You say that capital is provided by the agricul¬ 
turists who form the m|jority of the general taxpayers. But there are two 
classes of agriculturists—those who get the benefit of the water and those 
who do not get the benefit of the water. Your argument comes to this, that 
those who do not take water should pay for those who take water. Is it right 
that the general taxpayer who does not get wate, r should pay the capital in¬ 
vested and those special cultivators who reap the benefit of that water should 
get a greater return without additional payment? 

A .—What I understand is this. The tenant gets the direct benefit out of 
it. The land owner is the person who has contributed to the funds in putting, 
up the canal and all that. He should also get the benefit. So let both get the- 
benefit. 
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Q. —A point was made that the funds for providing these irrigation works 
were paid by the general taxpayer and the mass of the taxpayers are agricul¬ 
turists. Therefore it is but fair that the agriculturists should put into their 
own pockets the benefits derived from these irrigation works. The question I 
put to you is this. There are two classes of agriculturists who form the body 
of the taxpayers. There are a number of agriculturists who happen to be 
favourably placed and who get the benefit of this water. There are others who 
do not get the benefit of this water. Is it right that the first set of agriculturists 
who get the benefit of the water should be able to get the benefit of the whole 
increment with the other agriculturists who do not get the benefit of the water 
have to pay the piper? 

A. —They have also to pay water charges. 

Q .—The productive capacity of the land goes up. 

A. —As I said it is but temporary. We are subjected to temporary settle¬ 
ments. These settlements can be made progressive. 

Q. —If the income on a particular piece of land is Rs. 100, on the basis of half 
the assets the land revenue will be Rs. 50. Supposing as a result of the irriga¬ 
tion scheme the value of the yield goes up from Rs. 100 to Rs. 300 after paying 
the fixed water charges, on the basis of half the assets Government will take, 
instead of Rs. 50, Rs. 150. The increment of Rs. 200 is divided between the land- 
owner and the Government half and half. I am not saying that it is not fair. But 
what I wish to protest against is the suggestion that because the money for the 
irrigation works is contributed by the agriculturist, on that basis alone the land¬ 
lord is entitled to pocket 4 the whole. 

A. —Taking from a commercial point of view the system may be correct. 
But the whole system is not based on that. 

The Hon 1 He Sardar Jogendra Singh. Q. —In really well favoured areas where 
rainfall is good you do not need any irrigation at all. They have been protests 
ing against the Sarda canal. So the question of the increase of land revenue 
does not at all arise. In other cases people provide money for irrigation pur¬ 
poses and equalise the benefit. 

A. —That is another way of looking at it. 

Dt. Hyder, Q. —Will you please explain your answer to question 17? You 
say indirect taxation should be regarded as voluntary. I ask you to state exactly 
the items you regard as voluntary. If your Association gives an entertainment, 
fireworks, illumination, etc., are they to be regarded as voluntary? 

A. —There is'option. 

Q. —You would not regard a tax on the bread of the poor as voluntary? 

A. —It is a matter of necessity. 

Q. —You would make that distinction ? 

A. —Yes. 

The President. Q. —Would you regard drink as voluntary or compulsory? 

A. —It is a luxury tax, I am afraid. 

Q. —Opium ? 

A. —1 think it is a luxury. 

Q. — Ganja and bhang ? 

A. —They afe all luxuries. 

<?.—Betel? 

—Everything. 

Q. —Litigation ? 

A. —Well that cannot be luxury; it is a tax on an act. 

Hr. Hyder. Q. —Is tobacco a luxury to the peasant? 

A. —It is not necessary. 

Q .—Do peasants chew tobacco ? 

A .—They can do without it. Those who can afford it can use it.. It is & 
luxury. 

0.—You want hotels, dances, theatres, etc., to be taxed. Don’t you think 
that will fall on one class of people? 
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A. —In cases where they don’t issue tickets, I would not charge. 

Q. —Taxation on one particular class, whether European or Indian, is not 
very desirable. 

A .—The richer class may be taxed and not the poorer classes. If the poorer 
classes are taxed further they will be put- to very great hardship. We have in* 
mind entertainments which are mere enjoyments - theatres being an instance in 
point. 

The President. Q .— Not of course the social functions and private functions. 

A .—I mean functions for which there is a charge. 

Q.—Would you tax everybody who is registered as a voter? 

A .—One who pays tax ought to be registered as voter. 

Q. —Not the other way? 

*4.—It will be the same. We want property franchise. We do not want 
manhood franchise. 

Dt. Paranjpye . Q .—Would you not allow representation to a man who pays 
an indirect tax to Government? 

A .—Representation should always be based on direct taxation. 

The President. (J.—Do you count land revenue as a tax? 

A .—Yes, it is. If it is not, what else is it? 

Dr. Hyder. Q. —What is the qualification for a tenant in order to enable him. 
to vote? 

A .—A certain amount of money. Most probably Rs. 50 for the provincial. 
Council. 

Q .—Don’t you think that is rather a high limit? 

A. —Well, it may be found high. As the present franchise has recently been 
introduced it may be too early to change it. 

The President. Q .— Does the tenant pay land tax? 

.4.—Yes. 

Q. —Is it not the landlord? 

A .—The basis is the same. The tenant is also a voter. 

Q .—He does not pay tax. 

A .—His franchise i^s based on the rent he pays. 

Dr. Paranjpye . Q.~ He does not pay to the State and so he should not have 
representation according to your theory. 

A .—Why not? If you define tax as a contribution that is paid to Govern¬ 
ment, then he will come in. After all, the burden falls on him. 

Q. —In indirect taxation is it also the same thing? 

A .—But there you have many practical difficulties and there will be much- 
uncertainty. In this case there will be no difficulty in ascertaining the tax. 

Sir Percy Thompson. Q. —What are your reasons for preferring the English- 
system of income-tax ? 

A .—We recommend the English system because there is the system of abate¬ 
ments there. We would like that system introduced here also. Otherwise we 
are not keen about that. 

Q. —Is it not reducing the rate? 

A .—The rate will not depend on this only. It will depend upon the national 
■wealth of the country. 

Q. —If your rates are graduated, being low in the case of the small incomes- 
and high in the case of the high incomes, it produces very much the same- 
effect as giving an abatement and charging a standard rate. 

A .—Don’t you think then that between two people with equal incomes the 
one who has to support a large family would feel the strain greater than the 
one who has to support a lesser number of people? 
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Q .—There are two systems; one in England and another in India. To charge 
a small rate for the small income and a high rate for a higher income as you do 
in India, does it not produce the same effect as giving abatements in England 
in the case of small incomes? 

A. —That is with regard to the poor and the rich class. Taking men of equal 
means if you introduce abatements it will be more equitable. 

Q. —What do you mean by abatements? Is it an allowance for family ex¬ 
penses ? 

A.— Yes. 

Q, —How far would you proceed? 

A. —I cannot give figures. I leave that to you. 

Q. —Practically everybody in India is married. 

A. —Yes. 

Q. —In England quitfe a large number of people who are not married pay 
income-tax. 

A. —It is not necessary that you follow exactly the same system here. You 
can introduce it with the necessary changes to suit the local conditions. 

Q. —How would you work it? 

A. —I cannot state any exact method. 

Q. —Would you give allowance for all dependants ? 

A.— Yes. 

Q. —Even though he has neither wife nor children, an allowance should be 
given. 

A. —There will, of course, be some difficulty. I am not keen about it. If it 
is practicable, you may follow it with some modifications as it will be very 
desirable. 

Q .—Are you for exemption of agricultural incomes? 

A. —Yes. If you take the view that land revenue is a tax I agree with the 
case for exemption of agricultural incomes. 

Q. —Are you quite sure that land revenue is not rent? 

A .—It is a tax surely. I might refer to you the arguments advanced by 
Baden Powell which are quite sound. Economists confuse this point. In Eng¬ 
land there is no system of land revenue. There is the system of land valuation. 

Q. —I do not agree with your definition of a tax. Would you call the rate 
raised for the purpose of supplying water a tax? 

A. —Certainly it is water rate. 

Q. —You distinguish landowners and landholders. I should like to know under 
what category the representatives of the British Indian Association come? 

A. —That is the crux of the whole question. If you treat us as landowners— 
absolute proprietors of land—the payment is a tax. 

Q. —Is your proprietorship on condition of your paying land revenue? 

A. —No. 

Q .—What will happen to you if you don’t pay land revenue? 

A. —The point is this. The condition that you must pay land revenue does 
not take away the proprietorship. 

Q .—Is not your right of ownership conditional on the payment of land revenue? 

A .—That does not take away the proprietary right in the least. 

Q. —It is true it carries with it certain rights, it does not carry unlimited 
rights. Unless you have got unconditional proprietary right, it is subject to the 
payment of land revenue. 

A. —M a y I know a case where a person can call himself absolute proprietor 
of anything? 

<2-^-In the English system the owner of land is subject to no condition. Is 
not the land tax a payment for the use of a valuable asset? 

A. —We can use words metaphorically. But the whole thine is this. From' 
your point of view we have got the use of this land and we have to pay the- 
neaviest return that no commercial concern pays to Governments. 
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Dr, Paranjpye . Q .—Do you wish to differentiate your position as land- 
owners so far as the payment of income-tax or profits of agricultural income is 
concerned ? 

A .—Certainly not. 

Q .—Supposing your claim was accepted we have to make a distinction between 
landowners and landholders. 

.4.-1 do not want to make a distinction. We have put forward our case. 
Let them put forward their case. 

Q .—In the case of the ordinary landholders, would it be right to tax the 
profits of agriculture ? 

A. —No. I do not think. The landowner has invested capital and pays heavily 
on that return. The value of land is the dearest of any thing in India. You 
can invest in securities at and 6 per cent .; but the investment in land brings 
in only 3^ per cent. 

The President, Q .—Assuming that land revenue is a tax, does it comply 
with the principles of taxation? For instance, one of the modern principles is 
that a tax must be progressive. Do you compare yourself with a person who 
has invested money in a commercial undertaking ? If so, they are assessed 
according to their income. 

A .—That is done^here also, by way of revision of settlements. 

Q. — Income-tax is progressive in the sense that if your income is above 
Rs. 5,000 you are charged a particular rate and so on. 

A .—That is a matter of detail. 

Q .—Would you not object to land revenue being made progressive? 

A ,—It is made progressive. 

Q. —Would you like the owner of a large area to pay a higher percentage 
than the owner of a small area? 

A. —No, no. 

Q ,—Then it fails to comply with the test of taxation. 

A .—The maximum and minimum is not there; but there is the average. 

Q. —In any other direct tax the poorest man pays a very low rate. The 
poorest man pays almost nothing. Tlie small man pays a low rate and the 
bigger man pays a higher rate. 

A .—As things are at present we pay nea ly 80 per cent, of the revenue of 
the province out of land. Yet what is our condition as landlords? I am speak¬ 
ing from a practical point of view. 60 to 70 per cent, are indebted. If you 
tax them further you will stop the industrial development of the country. Even 
as we are, we cannot improve ourselves. If we are taxed, we are doomed for ever. 

Q .—I am only asking you to apply the canons of taxation. 

A. —Canons of taxation may not apply on all fours; but you have to take 
things as they are. 

Q .—If you agree that land revenue is a tax, it logically follows that you 
must apply the canons of taxation. 

A,— We can as well apply certain modifications to the canons as and when 
we think necessary. 

Sir Percy Thompson, Q. —If 70 per cent, of the landlords are indebted, I 
am afraid that bankruptcy would come to their rescue. I do not see any point 
in your argument. 

A. —-My argument, is this. Under the present system of land revenue without 
an additional tax the condition of the landowners is something terrible. 

—If their condition is terrible income-tax won’t affect them, because their 
income will be small. 

A, —A man’s income may be 3 lakhs but may have a debt of 10 lakhs. 

Q .—Why should he incur debt? 

A. —I am speaking of things as they are. 

Q .—-You don’t exclude a tax because a man is extravagant. If landowners 
have been extravagant in the past that is no reason why their tax should be 
reduced in the present. 
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A.—j am not talking of reduction. I am against further increase. 

Dr. Parmj'pye. Q. —Is that a case for exempting that class from extra taxes? 

A.—As we are, we have got a lot to do still in developing land. If we are 
further taxed, the capital would be killed. 

Q .—So long as you had ample means which, by your own showing, you 
ought to have been able to use for the development of industry, you were not 
able to do it. Those means have now frittered away and still you would have 
the same duties. 

A. —These things take time and people have to gain experience. 

The Hon'ble Sardar Jogendra Singh. Q. —Don’t you wish really to be 
brought on to the same level as other people who are taxed? For instance, 
income-tax is graduated up to a certain limit, say 6 pies, and if you are paying 
8 annas in the rupee, won’t you urge a reduction till you reach the same level? 

A. —Yes. 

The President. Q. —You would accept a system of graduation of land revenue 
in accordance with the size of the income? 

A. —That is what it is now. All our settlements are made on that basis. 

Q .—I understood you to say that you were quite prepared for a system of 
taxation similar to the income-tax. 

A. —If we are exempted from land revenue, we have no objection to an 
income-tax on agriculture. 

Q. —You have no objection to land revenue being graduated? 

A. —I do not think it would be practicable. 

Q .—I am on the point whether, as the present land revenue is flat rate for 
both the big and small man, it is not contrary to the canons of taxation. Are 
you prepared to make the big man pay more? 

The Maharajadhiraja Bahadur of Burdwan. Q. —I take it you are not in 
favour of assessing income-tax on agricultural incomes. 

A. —We are not. 

Q .—That being so, whether land revenue is a tax or a rent, or something 
between a tax and a rent, don't you think that the percentage of land revenue 
which you now pay is cuit-e sufficient and does not justify an income-tax being 
levied on your agricultural income? 

A. —There is no justification for an income-tax being levied on agricultural 
incomes. 

Q .—In other wards, whether the land revenue system violates the canons 
of taxation or not, any tax on your agricultural income would be unjustifiable. 

A. —Absolutely. 


The President. Q. —At the same time, there remains in your hands an 
enormous taxable surplus which, if subjected to income-tax, would yield several 
crores of rupees a year. 

A .—I think that every income-tax payer has got that surplus if you tax 
him doubly. Suppose a company makes a profit of Rs. 1,00,000 after paying in¬ 
come-tax ; if you re-tax that profit again, it would yield several crores. 

Q .—I do not think it will yield several crores. 

A .—Taking all provinces together, I think it would certainly yield several 
crores of rupees. 

The Maharajadhiraja Bahadur of Burdwan .—I cannot help thinking that 
your answer is rather unfortunate, because it gives one the idea that you are 
in favour of double taxation. If you had given your arguments against the 
assessment of a tax on agricultural incomes, it would have been clearer. 

Dr. Hyder. Q .—In reply to Q. 44, you say that tax-free securities should 
not be discouraged. Do you think that sound? 

A.—Yes. 


Q .—Generally these securities are held by people who are rich, 
made free, somebody else would have to find the money. 


If they are 

2 I 
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A .—These income-tax free securities are issued by Government for starting 
some undertaking for the general benefit of the country, and if there is no such 
temptation, I don’t think the loans would be fully raised. 

Q -—You had a loan in the United Provinces. What were the proceeds uti¬ 
lized for? 

A. —For canal works and the Lucknow University. 

The President. Q .—In your reply to Q. 49, you have recommended an excise 
duty on various articles. 

A .—We have recommended an excise duty only on those articles used by the 
richer classes. We have left out those used by the poorer classes and those 
required for the industrial development of the country. 

Q .—Cartridges are mostly taxed on entry into the country. 

A .—Even if they are a little further taxed, I do not think the taxpayer 
would feel it very much. 

Q .—Are they not already fairly expensive? 

A .—A few cartridges would be sufficient to kill a big animal. 

Dr. Hyder. Q.— Are chocolates consumed in large quantities by Indians? 
Is not that a case of class taxation? They are consumed by Europeans. 

A .—They are consumed by Indians also. It is not a question of Indians 
or Europeans here. What we want is that such taxes as only affect the richer 
classes should be imposed, because the poorer classes are already heavily taxed. 

The President. Q. —Didn’t you have a special tax on motor-cars in the 
United Provinces? 

A .— We had. 

Q .—Your Council were not anxious to continue it? 

A .—That was the view of the majority of members of the Council. 

Q .—Don’t they already pay a 30 per cent customs duty? 

A .—It is only optional to levy the tax. 

Q .—You would levy a tax on coffee. It would be rather difficult to have an 
Excise officer for the several coffee estates. 

A .—I do not know about the details. 

Q. —Playing-cards are mostly imported and taxed pretty heavily. 

A .—Here the question is only an excise duty. 

Q .—Would it not be belter to increase the customs duty instead of adding 
on an excise? 

. A, —That will be increasing the central revenues. If an excise duty is im¬ 
posed, the provincial revenue would benefit. 

Q .—Pleasure-vessels would not affect the United Provinces very much. 

A. —JsTfc. 

Q. —Saccharine is already taxed. 

A .—I do not think the use of saccharine is very desirable and if an excise 
duty is imposed, it would be discouraging the use of this article. 

Q. —You are in favour of the taxation of tobacco ? 

A .—It is found that any further taxes are necessary, tobacco can be taxed; 
though it is an article in very common use, it is not an absolute necessity. 

Q .—Have you any idea as to how you would levy a tax on tobacco? 

A .—The best system I can think of is a duty on acreage. 

Q .—Would not an acreage duty be a breach of your sanad’f 

A .—There is no mention in the sanad of tobacco. It is not a part of the 
ordinary produce. 

Q .—Would not an acreage duty on tobacco operate as an additional tax 
on land? 

A. —It will be passed on to the consumer. 

Q .—Do you find that the yield of tobacco on different classes of land varies 
very -greatly? 
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A. —Tt does vary to the same extent as other agricultural produce. You 
have to ascertain the quality and quantity of the yield from particular tracts 
or plots and you can base your tax on that. 

Q:— Would you have a graduated scale of- duties? 

A. —Yes. 

Q .—You would advocate an extension of direct sale of salt by Government, 
Could you let us-know how you would do it? 

A. —There should be Government depots for sale of salt, doing away with 
the middleman. 

Q. —Would not that be very expensive? 

A. —T think it will quite repay the expenditure. 

Q .—Does the middleman in your experience make an undue profit? 

A.— He does. 

Q-— Could you give us any details such as retail price? 

A .—-We would advocate depots only in the rural areas, not in the urban 
ones. 

Q .—Salt is sold by weight in this part of the country? 

A. —Yes. 

Q. —Can you tell us what the prices are in th$ mofussil? 

A. —The prices are fluctuating. 

Dr. Hydtr. Q. —How much would you get for an anna in a distant village 
in your district? 

A. —About half a seer : I think it is sold at 9 seers to the rupee. 

The President . Q. —Enquiries made by the Central Board of Revenue tend 
to show that no undue profit is being made by the middlemen and a very strong 
case would have to be made out to prove that they are getting such large profits 
as to justify Government intervention. 

A. —The profits are not undue in the sense that the price is not keenly felt. 

<2-—You would favour a protective duty in order to make India self-support¬ 
ing. Would you not mind if Bengal had to pay a little more? 

A .—-The interests of the whole country should outweigh the interests of one 
province. 

Q. —You do not consider prohibition of drink at all improbable? 

A.-—I do not think so. 

Q. —Your answer to Q. 64. Would you suggest what further steps you 
would like to take? 

A.—There is still room for increasing the duties. 

Q.-^-Don’t you find that there is a great extension of illicit consumption in 
your province? 

A-—That is due mostly to the recent departmental arrangements. Excise 
has now become a transferred subject and I do not think there is so much 
police surveillance as before. 

Q. —You attribute the growth of illicit consumption to lack of control? 

A. —That is one factor. 

Q. —What are the others? 

A. —If you put on a heavy duty, that would be more control. 

Q. —Is there not a reduction in the number of shops? 

A. —Yes. 

Q. —What have you to say about the new system of sale, the system under 
which the duty increases as issues increase? 

A. —There is no harm in the system. 

C*—Does the new system tend to corruption of the staff? 

A.—It is ve,ry difficult to say. Like other departments, the Excise Depart¬ 
ment is not exempt from corruption, 
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Q .—You would like to see a uniformity of rates in all provinces. 

A. —Yes, if possible; that would check illicit trade. 

Q .—Your answer to Q. 71. Is there any reason for a variety of rates in the 
case of ganjal 

A. —In my reply I am taking the case of gcmja, ckaras and bhang together. 

Q .— Bhang is chiefly a matter for this province. Does it produce intoxica-.- 
tion! 

A. —Yes, it does. 

Q.— Much? 

A. —I have no experience. 

Q .—Have you seen many people intoxicated as a result of using bhang ? 

A. —Not as much as wine does, but it surely does intoxicate. 

Q .—We are constantly told that it is merely a cooling drink for the hot 
weather. 

A. —I can’t say. 

Q ,— Do you know that this province consumes more than the rest of India 
put together? 

A .—Yes. 

Q ,—You advocate an export duty on jute and lac. 

A.— jYes, for the reason that a duty on jute and lac would give us more 
money, India is the chief supplier of these articles to foreign countries and 
if the export is increased, we would get more money from outside instead of 
having a drain on the country itself. 

Dt . Eyder. Q .—The foreign countries might invent substitutes. 

A, —When the time comes for that, we can adjust in some way or other. 

Q .— To whom will you give the proceeds? 

A. —To the Central Government. 

The President. Q. —Your reply to Q. 98. Would you make your reply clear? 

A. —We endorse the first two criticisms mentioned in the question, viz. : “the 
la*nd revenue assessment ignores|‘the ability to pay* of the subject” and “except 
where there is a system of permanent settlement in vogue, the assessments lack 
the ‘element of certainty.’” The last two we do not endorse. 

—Would you like to substitute a land tax on modern lines? 

A. —If the present system of revenue is done away with, I think we should 
be glad to pay a tax on that system. 

Q. —That is, to pay a tax on capital value graded according to the si*e, 
Would you prefer that? 

A.— Yes. 

Q- —Why ? 

A. —Because we believe land revenue is the heaviest tax going. 

Q. —Have you compared it at all with the rates prevalent in other countries? 

Dr. Eyder .—In New Zealand an estate worth Rs. 15,000 pays about, I think, 
from Rs. 200 to Rs. 300 every year. 

The President. —In Australia an estate leased from Government pays a Com¬ 
monwealth land tax, a State land tax, a Commonwealth income-tax and a State 
income-tax. 

A. —Rut I believe there is some fallacy in the valuation. 

Q .—In the valuation of the Settlement Officer? 

A .—In the valuation of land there as compared with the valuation of land 
in India. There are very few people there and there is more land available 
which is therefore valued cheaply. I believe you can buy a thousand acres for 
a small sum.* The value of land in Australia is nothing like what it is in 
India, where every inch is under cultivation. ’ 
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Q .—You don't think that a change over to their system would cause any com¬ 
motion in the country? 

A. —That would depend on what the land tax is fixed at. 

Q .—You think that it would be preferable? 

A .—I fancy we are paying about 45 per cent in land revenue plus 10 per 
cent in local rates. I do not think income-tax, even in very big estates, would 
come to anything more than 30 per cent. 

Q .—Have you any special experience of local taxation? 

A. —I think we all pay local taxation. 

—Take for instance—octroi. There again it is the poor man who pays 
more than the rich man? 

A .—I think octroi is an indirect tax. 

Q .— Don’t you think that the rich man ought to pay more towards local taxa¬ 
tion? Should he not pay house tax or profession tax or some other direct tax? 

A. —>1 think this should be left for the decision of the local bodies. 

Q.— Are the local bodies in this part of the country willing to impose suffi¬ 
cient taxation for the needs of the locality? 

A. —I am afraid not. 

Q .— Can you then leave these powers to them? 

A .—I think they will learn gradually as responsibility increases. 

Q. —Our function is to advise on the best methods of getting the local bodies 
to impose direct taxes. 

.4.—The statement that octroi is an indirect tax and falls heavily on the poor 
people is right. But that also depends on many other things. The rich man 
will have to pay more because he will have to get more things than the poor man. 
I mean the rich man will get rao^e luxurious things. 

Dr. Hyder. Q .— Is it not a fact that the rich man will spend a negligible 
quantity of his income on the ordinary articles, whereas the poor man might 
have to spend more? The rich and the poor have to pay the same one rupee, 
but the rupee of the poor man has got much greater value to him than the rich 
man’s. 

_4.—How do you say the same proportion. I say it is quite possible that the 
rich man may be found to pay more. Have you got any statistics to prove your 
point ? 

Q .— -They do not exempt any necessities? 

A .—No. You are not exempting salt though it is of absolute necessity. 

The President. Q .— Is it not a fact that the bulk of the revenue is derived 
from octroi? 

A .—Well, it will depend upon the local conditions and octroi may also be 
one of the taxes. People do not object to octroi. They do not feel it. 

Dr. Paranjpye . Q. —Because the poor man is not a member of the munici¬ 
pality ? 

A. —I think they are now. 

The President. Q .—You disapprove of any duty on inheritance or succession ? 

A. —I think we are totally opposed to it. We think it is the most horrible 
tax that has ever been proposed. 

Dr. Hyder. Q .— Do you favour equality of incomes or inequality of incomes. 
Do you think that men shhuld possess equal incomes ? 

A. —I think it is impossible. 

Dr. Paranjpye. Q .— Equal opportunities at any rate? 

A .—You cannol give that. It is impracticable. 

Dr. Ilyder. Q .—But these horrible dqties are imposed in other countries. 
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A .—But the conditions there are quite different. For instance, take the 
valuation of the property; it is much easier in England than in India where we 
have the purdah system. It is very easy for the lady in the house to hide the 
jewels and other movable property. Is there any method by means of which 
you can check \he evasion ? 

Q •—But land, houses or furniture cannot escape from the tax ? 

A. —But I would like to ask you whether you propose to take this duty in 
cash or in kind, 

Q. —Certainly we would take it in cash. 

A. —Without further argument we would say it is the most impossible duty 
that we can ever think of. We would very strongly oppose its introduction. 

The President. Q .—Bo you accept the principle that taxation should be 

regulated with reference to the ability to pay ? 

A. —That ought to be so, but at present land revenue is not like that. 

Q .—You oppose any tax which is progressive? 

A .—I must oppose because it is not possible. 

Q .—Your argument shows that you a, v e opposed to any tax which would fall 
on the richer people rather than on the poor people? 

A .—I have not said so. 

Q. —But then you object to anything in the nature of progression? 

A .—My complaint is that you have not taken into consideration all the diffi¬ 
culties attached to this kind of taxation. For instance, if you say that succes¬ 
sion duty is successful in England and other countries, there you have not to 
spend anything after the death of a man, whereas in India it is quitfe different. 
A man has to spend a lot of money after the death of his parents, in performing 
the ceremonies, etc. 

Q. —Might I put it in this way? Indirect taxation necessarily falls more 
heavily on the poor people and direct taxation falls on the* richer people. Is 
there any direct tax now which you approve of? 

A .—There are many direct taxes of wdiich we can approve. 

Q. —Would you tell us? 

A. —For instance, income-tax is a direct tax and there are many other taxes. 

Q. —Would you enumerate them? 

A .—I tell you that you are talking of a tax on deaths and I am proposing a 

tax on marriages. That is my personal opinion (not shared by my colleague 
Seth Sahib). 

Dr. Hyder. Q. —Would you graduate that in the case of the richer people? 
The poor man pays one rupee as registration fee and the rich man pays Rs. 50? 

A. —That I won’t do. 

Q. —Are there any other direct taxes? 

A .—There is the vehicle tax. Then the 1 © is land revenue. 

Q. —But land revenue is not progressive? 

A .—Here the question is about direct tax. 

—You don’t like house tax? 

A. —Where the land is taxed, you cannot tax the house again. 

You don’t like profession tax? 

A. —N„o, we don’t. 

Q .—You don’t like circumstances and property tax? 

<d.*—”I think these are all taxes to le kept in reserve just to be used in times 
of need, 
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24th February 1925. 

Lucknow. 


Present : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I., Maharajadbiraja 

Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jogendra Singh. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Mr. S. H. FREMANTLE, C.S.I., C.I.E., Senior Member, 

Board of Revenue, United Provinces, was examined. 


Writtui memorandum of Mr. Fremantle. 

Q. 15 .—In my opinion the charge for water supplied by the canals is rather 
less than should be taken. It was originally fixed on the basis of what culti¬ 
vators could be expected to pay without complaint and has been subsequently 
raised on account of (1) increase of prices of produce and (2) the increased 
expenses of working. 

I do not think that any of the plans suggested are satisfactory. If the 
charge were by volume it would be ideal, but I believe the difficulties are 
insuperable and in any case some principle is required to determine the amount 
of the charge. 

In my opinion the cost of well irrigation in the locality for each cron should 
be estimated, and the charge by volume or by area irrigated should be a 
proportion of this, say, half. It would be necessary to take this low proportion 
in order to cover failure to supply water at the times when it may be most' 
required. 

Q, IS .—At present since the land revenue is half the rental assets, Govern¬ 
ment takes a fair share of the increased produce. No change seems to be 
required. 

Q. 17 .—According to the Agra Tenancy Act the land-holder can sue for 
enhancement on the ground that the produce has been increased by works not 
undertaken at the expense of the cultivator. This provision seems to fit in with 
our land revenue system. 

Q . S8 .—T am not in favour of assessing income-tax on agricultural incomes. 
It is proposed at present to reduce the proportion of assets taken as land revenue 
and if what is given with one hand is taken away with the other, very natural 
disiontent would result. 
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Q. ^ 0 .—Incomes between Rs. 1,000 and Rs. 2,000 were exempted from income- 
tax simply because of the difficulty of assessment, but, by the introduction of 
a more efficient system of assessment it is now possible to make a fair 
assessment on such incomes. I\ think that they should be taxed. 

Q. 89. —I do not think that the income from court-fees and stamps on judicial 
proceedings should be so limited as merely to pay f6r the cost of the courts. I 
see no harm in discouraging litigation by putting the court-fees at a higher 
figure than is justified by the expenditure on courts and I think that, if court- 
fees were so limited, it would merely be putting more money into the pockets 
of Vakils. 

Q. 96. —Land revenue undoubtedly was originally the Government share of 
the produce of land and therefore a 4 rent; whether it is now a tax or a rent is a 
matter of mere academic interest. 

Q. 97. —The prosperity of the great mass of cultivators i3 not affected by 
the land revenue. Rents are as high in rent-free and permanently-settled estates 
as in those which are temporarily-settled. 

Q. 98. —It is true that the land revenue assessment to a great extent ignores 
the ability to pay of the subject, but this is the case with all taxes except 
such as are graduated. The assessments are fixed for 30 years and are more 
certain than the income-tax. The time of payment of rent is not inconvenient 
for the cultivator nor the time of the payment of revenue for the landholder, 
and the system does not lead to official tyranny and extortion. Nor is the 
cost of collection anything like 20 per cent. 

Q. 99. —Temporary settlements are based on rents and not on prices. It is not 
understood how this can lead to inequality. 

Q. 100. —I do not think that the exemption of incomes below Rs. 2,000 or 
Rs. 1,000 from land revenue assessment would bring very much relief to small 
land holders. The prime cause of difficulty in payment is sub-division of land 
and the exemption of small incomes would rather stimulate this than otherwise 
so that no permanent relief would result. 

Q. 101 .—I do not think that it is desirable to impose a tax on mutations. 
Unless it was so high as to be prohibitive it would have little effect. 

Q. 102. —I do not approve of this idea which would cause very great dis¬ 
content and would be impracticable in the case of large irrigation schemes. 

Q. 10S. —The principle of the assessment of land revenue on land occupied 
by buildings and compounds in these provinces is that the land which was 
assessed as agricultural before being occupied by buildings still continues to be 
assessed at its agricultural value, the cause being that there seems no reason 
why the Government revenue should suffer because a land-holder by selling or 
leasing his land for building increases his income. It is doubtful whether 
there is any good cause for a change of policy. 

Q. 10£. —I do not think it practicable to lay down any universal basis for 
comparing th% incidence of the land revenue in different provinces. Each of 
the methods suggested have their merits. No. 4 seems to be the best in all 
provinces where the rental value can be estimated. 

Q. 105.— According to law, minerals in temporarily-settled estates are the 
property of Government but in practice the land-holder gets the benefit. Further 
information on this point can be supplied if it would be useful. 


Mr. Fremantle gave oral evidence as fellows * 

Dr. Hyde.r. Q .—In answer to question No. 15, you say that the charge for 
water “has been subsequently raised on account of (1) the increase of the 
prices of produce and (2) the increased expenses of working’*. May I ask you 
if you can tell us from your own experience whether th'ere has been any 
increase in produce? 
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A. —I do not think there has been any general increase in produce; but in 
particular places under particular conditions, there has been. 

Q. —You refer to the increased expenses of working. Has there befen* any 
increase in the cost of cultivation ? I am putting it to you from the' point 
of view of the cultivator. I want to know whether he has now tp pay more 
for the seeds, manure, bullocks, etc. 

A. —But these expenses have not gone up in greater ratio than the price of 
the produce. 

Q. —Then you say that the charge for water by volume is better—but the 
difficulties in the way are very great. 

A. —There are technical difficulties. You cannot possibly measure the 
amount of water that goes to any particular field. One hvlaba takes in a 
large number of fields. 

<2*—In Italy they are able to measure the water. 

A. —Of course if it is practicable it is highly desirable, because there is no 
doubt that a large amount of water is wasted. Not only is there waste of 
water, but there is a fall in produce where the irrigation has been too lavish. 

Q .—Then you say that you would base your water rates on the principle of 
estimating the cost of irrigation by means of wells and taking half of it. 

A. —Yes; I would suggest that. But I am not definite about the proportion. 

Q. —But it has been brought to our notice in the evidence of a certain 
gentleman that if the cultivators made use of tube wells then the charges 
which they would have to incur will be much smaller than the charges if they 
take canal water. 

A. —I have not worked it out. At present tube wells have not been univer¬ 
sally successful. There is the risk of the tube well failing. 

Q. —Suppose eventually it becomes successful, and it does not cost as much 
for the cultivator to take water from the tube wells as it would if he took 
water from the irrigation canals. Don’t you think that there is a limit to the 
rates imposed by Government for taking the canal water, on account of the 
competition from tube wells or other devices ? 

A.—Do you mean to say that the rate cannot be too high because it is 
kept down by competition? 

Q. —Yes; and here is the competition from tube wells. 

A. —I only suggest half in order to leave a very good margin. After all, 
if you have a well you can get the water exactly when you like and as much 
as you like; whereas in the case of canals, you have to depend on what the 
canal authorities give. Also sometimes you don’t get water in the canals. For 
^instance, this year they did not get any water in the Ganges canal till about 
the 4th January, 

Sir Percy Thompson. Q. —We were told that the rate for irrigating a 
sugarcane crop by means of tube wells would be Rs. 6 per acre. Don’t you 
think that the figure is very low? 

A. —I saw a tube well the day before yesterday and I was told that it cost 
Rs. 3,000 and it was going to irrigate 15 acres. That certainly would come 
to more than Rs, 6 per acre. 

The President. Q. —You say that it is necessary to have this low proportion 
of half in order to meet any contingencies. Don’t yon contemplate any 
remission ? 

A. —If water is supplied at any time during the season the crop has to pay, 
unless the crop is an absolute failure. 

Q. —We have, been told that last year you lost 34 lakhs. Was not that 
due to remission ? 

A. —That was because they did not take the water owing to abundant 
rain. 

Q. —Have you not got a system under which you guarantee to supply 
water from a canal at a fixed rate and the raiyat undertakes to take the water 
at that rate? That is, he will have to pay whether he takes the water or not. 

2 K 
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A. —We have not got any system of that kind. 

Q. —Then there is the system in Madras where you have got the ayacut. 
A particular area is demarcated as commanded and it is charged at wet rate. 

A. —We are trying to introduce some such system in Bundelkhand. 

Q. —What are the objections to it? 

A, —In good years when there is plenty of rain they will say “we do not 
want your water; why should we pay”. I think the system is a sound one. 
But I do not think it can be applied to the big canals, because they cannot 
guarantee water at all times. 

Q. —The guarantee involves remission? 

A. —Yes, naturally. 

Q .—In reply to question No. 16, you say “the land revenue is half the 
rental assets”. 

A. —Of course it is not exactly half. In some cases it goes to half and in 
many instances it is a good deal less. In the majority of districts it is 
normally 46 and 47 per cent. 

Q. —At the same time the capital value of land increases enormously? 

A. —Yes; it is always increasing. 

Q. —Do you think you have a right 16 take a share of the increased capital 
value ? 

A. —What I mean is that Government takes a proportion of the increase in 
the increased annual revenue. 

Q .—But at the same time this action of the Government has given the land 
owner a large unearned increment in the capital value of the land and it 
has been suggested that where this happens, you should take a proportion 
of that increment in the shape of a betterment tax. 

A .—That would apply also when a railway was introduced. The land 
increases in value. 

Q .—It is not such a direct and large inorease as when you bring the land 
under irrigation. 

A. —I think the principle is the same. 

Sir Percy Thompson. Q .—Does it not come to this : if you take 50 per cent 
of the increase in land revenue, you are taking 50 per cent of the increase in 
capital value? 

A .—It is not so. Bent does not rise in the same proportion as produce 
will rise. 

The President Q .—It has been suggested that in cases where it is difficult 
to cover the interest on the capital cost of the. irrigation work out of the 
increased land revenue or water-rate, it is perfectly fair to take also a 
proportion in the form of a terminable annuity of the increased capital value. 

A. —Certainly, it seems fair. But it is difficult to fit it in with our land 
revenue system. 

Sir Percy Thompson. Q .—You are in favour of reducing the limit of 
exemption in the case of income-tax to Hs. 1,000? 

A .—I was inclined to be. But since I wrote that I had a talk with two 
young income-tax officers on the subject and they are very much against it. 
What they say is that people with incomes under Bs. 2,000 practically never 
keep accounts and that it would cause a great deal of trouble and discontent if 
incomes between Rs. 1,000 and Rs. 2,000 were assessed. 

(?•—The figures that we got in the Central Provinces tend to show .that if 
you reduce the exemption limit to Rs. 1,000 you will have double the number 
of assessees but the amount by which you would increase your yield of 
income-tax will be relatively small, 

A. —I think it would be the same here also. 

Q -—It is only a question of expediency whether it would be worth while to 
tax incomes between Rs. 1,000 and Rs. 2,000? 
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4.—Y6s. 

The President. Q.—You are not in favour of assessing agricultural incomers 
to income-tax because it will be giving with one hand and taking away with 
the other ? 

A. —Yes. 

Q. —Would it be practicable? 

A. —Certainly it will be practicable in the case of Urge proprietors. In the 
case of anybody whose income from rents is Rs. 2,000 and over, it is very 
easy td assess. 

Q .—Is it not desirable to introduce the factor of progression in cases of 
non agricultural incomes ? 

A.^- In cases of non-agricultural incomes it is already introduced. 

Q. —In taxation generally why not make the rich men pay more in proportion ? 

A .—It is not done under land revenue. Of course indirectly there is a 
certain amount of graduation; because we generally assess large and prosperous 
zamindars somewhat higher than the small and poor men. 

Dr. Paranjpye. Q. —Do you give remissions to prosperous zamindars in 
times of scarcity? 

A. —We give to the tenants and through them to the zamindars. 

Q .—Do you give remissions to tenants? 

A. —We do it in certain proportions to the yield. 

Q. —It is said in the Muzaffarnagar Settlement Report that the revenue 
incidence will approximately be in the ratios of 7, 4, 3 on non-occupancy 
land, occupancy land and land of the same quality cultivated by the proprietors. 

A .—I do not remember the proportions there given. The land let to non¬ 
occupancy tenants is let for about double the occupancy rate. 

Q >—This is the principle adopted in the incidence of land revenue. The 
land revenue falls most heavily on the direct cultivator; less heavily on the 
non-occupancy tenant and least on the occupancy tenant. 

A .—I do not follow that. The land held by the proprietors themselves is 
assessed at occupancy rates and 25 per cent is deducted from the assets. 

Q .—Supposing for the moment your proportion is 50 per cent, you take 
half of the output. 

A. —Not of the output; half of the assets. W 7 e calculate the assets on a 
fair occupancy rental. 

The President. Q. —Where it is an occupancy rent, the landlord gets half 
and the Government gets 25 per cent. 

A .—Government gets the other half. 

Q. —Of the rent? 

A. —Yes. The assets are calculated on the basis of occupancy rent and 25 
per cent, is deducted for proprietary cultivation. 

Q .—Settlements are based entirely on rental value without any regard to the 
outturn of the, land ? 

A. —When a man cultivates his own land we assess him on what the land 
would fetch if let out to occupancy tenants and we allow 25 per cent. off. 

Q. —The profits of cultivation are left entirely untouched. 

A. —Rent is nothing like half of the produce. We take probably £ of the 
gross produce. 

Q .—Even when he cultivates himself you take the same rate? 

A— In Muzaffarnagar where the zamindars cultivated the whole area there 
was either a small decrease in revenue or very small increase. It practically 
remained constant. * 
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Sir Percy Thompson. Q .—Supposing you have three pieces of land : one 
cultivated by the occupancy tenant, one by the non-occupancy tenant and 
the third by the owner; the occupancy tenant will have to pay Rs. 50, the 
non-occupancy tenant, Rs. 75 and the cultivating owner Rs. 37i. 

A. —That is right. In the case of the non-occupancy tenant we make very 
great allowances on account of the insecurity of the rent and that would 
reduce it to 75. 

The Ataharajadhiraja Bahadur of Burdwan . Q .—In that case you would 
keep it low ? 

A. —Yes, we make large allowances. 

Q. —Very often quite a large number of talukdars cultivate their own 
lands ? 

A. —Oh, yes. 

The j President . Q. —You see no harm in discouraging litigation by putting 
up the court-fees ? 

A. —No. 

Q .—Have you got any special class of suits which ought to be taxed 
further ? 

A. —I have not thought about it. 

<2-—Would you impose a minimum for appeals to the highest tribunal, say, 
for instance, there should be no appeal to the High Court in respect of matters 
whose valuation is less than Rs. 10? 

A. —That would be reasonable. 

Dr. Paranjpye. Q .—At present suits about hmd of whatever value can be 
taken to the High Court. 

A. —I really do not know. I have nothing to do with civil litigation. I 
thought they had to be above a certain value. I certainly do not think that 
all suits should go to the High Court simply because they deal with land. 

Q. —Do you get a great many civil suit notices against Government? 

A. —No, not very many. 

Q .—The tendency is not to do that? 

A. —It is very exceptional in this province. 

<2.—Do you know anything about the practice of filing suits for declaration.? 
It is a very common practice to avoid paying ad valorem fees. 

A. —I have not had experience of that. 

The Maharajadhiraja Bahadur of Burdwan . Q .—Do you think that the 
general idea in your province is that land revenue was originally the Govern¬ 
ment. share of the produce of land and therefore a rent? Do you also think 
that whether it is a tax or rent is a matter of mere academic interest to the 
ordinary cultivators ? 

A. —I am afraid I could not tell you how they look upon it. 

Q. —You say that rents are as high in rent-free and permanently-settled 
estates as in those which are temporarily settled. In Bengal the experience is 
that in the permanently-settled estates in some cases the assessment is high 
while in others it is low. 

A.—The rent does not depend upon the revenue. Rent is what the zamin- 
dar can get out of the property. Why should he get less because he has paid 
no revenue on it? 

Q.'-~ I should have thought that the temporarily-settled zamindars would 
have rack-rented. 

A. —‘Why should he rack-rent for a temporary period? 

Q.h— For this reason that the settlement comes only once in 20 or 30 years. 

A. —It does not as a matter of fact work out that way. We have certain 
permanently-settled estates in Oudh and their rents are at the sam© level 
as those of the other talukdars* estates. 

Q.^Yesterday we were told by two representatives of the British Indian 
Association that over and above 44 per cent of land revenue they had to pay 
about 10 per cent, by way of local cesses. 
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A .—They all go to The District Board. 

Q. —You collect it with the land revenue? 

A. —Yes, but they are paid to the District Board. 

Q. —They realise some of them back. 

A. —They cannot get it back from the tenants. 

Dr. Ryder. Q. —As a matter of fact, don’t they recover from these tenants 
when they are competing against one another for the possession of a piece 
of land ? 

A. —Not under that name. 

Q. —Whatever the name, it comes from the pockets of the tenants ? 

A. —The zamindars may take nazarana s in certain cases but they have 
nothing to do with the cess. 

Q. —Is nazarana abolished under your new Tenancy Bill ? 

A. —It is not absolutely made illegal even under the new Tenancy Bill. 

The President. Q. —In the final Settlement Report of the Muzaffarnagar 
district, it is stated that “ the revenue incidence on non-occupancy land, 
occupancy land and land of the same quality cultivated by proprietors will be 
approximately in the ratios of 7, 4, 3, because the first depends upon assets 
derived from competition rents fixed by the proprietor himself, the other 
upon assets based on the circle rates fixed by the Settlement Officer, while the 
last now receives for the first time the 25 per cent, deduction from assets.” 

A. —That 'is so, because the non-occupancy rents are so much higher than 
occupancy rents 

Q. —With reference to your answer to question No. 99, do inequalities arise 
as between districts settled in different years owing to different ranges of 
prices ? Is it, therefore, that you suggest that rents should be fixed ? 

A. —Temporary inequalities could be put right at the next settlement. 

Q. —They are not actually put right because the settlements are alwayB 
going on? 

A. —Yes. 

Q. —Do you take into account the inequalities as between districts settled 
before the War and after the War? 

A. —The standard of assessment has also gone down. 

Q .—Government is not getting its share of the large increase cf prices that 
has come about. 

A.—It is getting some share. 

Q. —Not the full share? 

A. —As a matter of fact, you will see in the report that the basis of price 
at which the Muzaffarnagar district settlement was made was- 13 seers per 
rupee for wheat; the actual price now is 7 seers per rupee. 

Q .—That was a good deal less than the price at the time? 

A. —It was leaving a margin. 

Q. —A very big margin ? 

A .—Very considerable margin. 

Q. —When was this district settled ? 

A.— In 1919-20. 

Q. —Can*you give us any idea as to yhat the cost of collection of land 
revenue is ? 

A .—It is rather difficult to say. 

Q. —What proportion would you allow for the various supervising establish¬ 
ments ? 

A. —Our chief expenditure under the head of “land revenue” is for land 
records; part of that should be debitable to land revenue and part to the 
necessity of keeping the accounts between zamindars and tenants and deciding 
their disputes. 
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Q .—Have you worked out any fraction which you would adopt for the cost 
of village staff, tahsil staff, land records, staff. Collectors, etc. ? 

A .—‘Land records’ bears a very great proportion. I do not know how 
it is possible to separate the portion of land records which should be debitable 
to revenue and the portion which should be debitable to the general necessity 
of keeping up the records, 

Q .—You can only take an arbitrary figure? 

A .—Yes. 

Q. —Is any of your village staff 2 ’emunerated by a percentage or by the grant 
of free lands? 

A .—They are all paid. There used to be a patwari rate, but that was 
abolished a good many years ago. Now the whole land records staff is paid 
by Government. 

Q .—That comes on both sides of the account? 

A .—No, only expenditure is shown. 

Q .—Is expenditure out of land revenue included under the land revenue 
receipts ? 

A. —No, it is not included in the land revenue receipts. Our land revenue 
is over 5 crores of rupees and the cost of the land records staff is 66 lakhs 
of rupees. 

Q .—Some provinces deduct the cost of the village staff from the collections 
before they are paid. 

A .—They do something of the kind in the irrigation budget, not in the 
land revenue budget. 

Q .—Is your chowkidar staff debited to police? 

A .—Yes, to police entirely. 

Q .—You have no chowkidari cess ? 

A .—No; we used to have that formerly, when it was paid by the zamindars. 

Q .—That disappeared with the patwari cess? 

A .—Not at the same time But about 20 years ago. 

Q .—The two provinces which were exempted from these cesses were the 
United Provinces and Madras ? 

A, —I do not know. 

Q .—But the chowkidari tax continues in the other provinces, apparently 
because it was never brought into account. Do you know anything about the 
history of that? 

A .—No. The chowkidari tax continued here later than the patwari cess. 
We had a system by which the zamindar had to pay the chowkidar, in cash or 
in land if he liked. 

Q .—Has he now been exempted from all that? 

A .—Yes, he is not now responsible for the payment of the chowkidar; it is 
paid by Government. Under tne old system, the zamindar paid the chowkidar; 
if the chowkidar complained that he was not being paid, an enquiry was 
instituted and then if necessary the cess was imposed. 

Q .—Now Government leave the zamindar entirely free from this charge? 

A .—Yes. 7 per cent, was local rate, 3 per cent, patwari rate and 6 per 
cent, chowkidari. 

Q .—So you give him 9 per cent, of the land revenue? 

A. —But the local rate was raised from 7 to 10 per cent. 

Q .—You do not think it desirable to impose a tax on mutations ? 

A .—We make no charge if the report is made in proper time. Pines are 
imposed if reports are not made within a certain period of the transfer 
accruing. 
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Q. —Is there not great anxiety to get a satisfactory record of title in that 
way ? 

A.— <We have to be constantly urging them to make reports and when a 
new settlement is coming on, we issue notices to the patwaris to the effect 
that all changes which have not hitherto been reported should be reported 
at once. 

Q. —Don’t they greatly value the record of their names as registered 
holders ? 

A. —I think the commercial classes do when they come into possession of 
a bit of land. 

Q •—It is only the owner, not the tenant, who has to go in for mutation? 

A .—There is no such system for tenant rights; it is only for zamindari 
rights. 

Dr. Hyder. Q .—What about the occupancy rights? Is there no mutation 
in the case of occupancy rights ? 

A.— No. 

The President. Q .—In the case of non-agricultural land, does not that 
escape taxation, both provincial and local ? 

A. —Yes, outside the municipalities. 

Q.— Even inside the municipalities it is very little taxed? 

A. —Yes, I think it probable. I put in my reply only what the system is 
here as regards .land taken up for building purposes. 

Q. —You say it still continues to be assessed on agricultural value? 

A. —The zamindars wanted to exclude it from the definition of land in the 
new Tenancy Bill; we resisted it on the ground that it was the old custom and 
there were no sufficient reasons to make a change. 

Q. —We were told that, if such land continues to be non-agrieultural for 
another 30 years, at tho next settlement it would be exempt from taxes 
altogether. 

A. —-No; according to the present system, it can continue to be taxed as its 
agricultural value at any succeeding settlement. 

Q. —That is not what Mr. Blunt told us. 

A. —I have been through the papers recently and think that my st&tezn6n& 
is correct. 

Q. —Even on nazul lands you do not take the full value? 

A. — Nazul is generally not assessed to revenue at all. 

Q. —Would not the local body lease it? 

A .—It might be done in some cases; nazul is generally made over to the 
Municipal Board and the Municipal Board makes the best arrangement it can 
with the people who require the land. Sometimes they sell by auction, subject 
to a ground rent. 

Q. —Are not the owners of town land and buildings a class who might well 
he taxed more than they are at present ? 

A .—I think so probably. 

Q .—Tn your answer to question No. 104, you say that to compare the percent¬ 
age borne by assessment to rents or annual value is the best method for ro~"- 
paring th* incidence of land revenue in different provinces. Can it be done 
in this province? 

A .—I think it could be estimated, because judging from the rents paid by 
non occupancy tenants, we can estimate the economic value of land. 

Q .-~'Would that involve putting a man on special duty? 
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A,—No. 

Q .—Would you do it by a process of sampling over different districts ? 

A,— Yes. 

Q .—Are non-occupancy rents recorded in the village papers? 

A. —Yes. We can get the figures quite easily for any district that has 
recently heen under settlement and with fair accuracy for other districts also. 

—In your reply to question No. 105, you say that according to law mine- 
rals 'in temporarily-settled estates are the property of Government but in prac¬ 
tice the landholder gets the benefit. How does the landholder get the benefit? 

A .—As a matter of fact we have got very few minerals in this province; they 
are practically confined to stone and kankar. The landholder gets the benefit 
from kankar , Government do not take anything. 

•'■Government simply stand aside ? 

A. — Kankar is always required for the roads and the traditional practice has 
been for engineers who want it for roads to get it by paying 4 annas per 
100 cubic feet. 

Q .—Though it is Government-owned kankar ? 

A -—The zamindars are put to some loss, because their fields are spoiled; 
on the other hand, they get much more than is required to reimburse them 
for the loss on account of cultivation; Government get nothing. 

Dr. Hyder. Q. —Is there no remission of land revenue when kankar is being 
extracted ? 

A .—There would be if the value of a mahal is so much injured as to 
reduce the assets substantially, but kankar is only taken out of one or two 
fields here and there. 

Q .—You do not remit when land goes out of cultivation? 

A .—Not in the course of settlement. 

Q. —What about stone? 

.4.—In the case of Mirzapore stone, the quarries have always been leased. 
Government also take a royalty. There are_ stone quarries also in Allahabad 
and Agra, those in Agra have brought in very large profits to the zamindars 
and Government have not as yet asserted their rights. Regarding Allahabad, 
the question was recently discussed and we found that the profits to the 
zamindars were only about Rs. 2,000 or Rs. 3,000. The matter is at present 
under the consideration of the Local Government. 

Q .—Have you anything in the nature of an annual settlement to deal with 
questions of this sort? 

A. —The proposal in Agra was to lease the quarries. 

Q .—Does Government take any royalty if a man turns a field into a brick¬ 
kiln ? 

A. —No. 

Q<— It may affect Government revenue very much? 

A ,—If a land were assessed at one settlement, according to the present 
arrangement it would be liable to be assessed again at the next settlement, 

Q .—Without cultivation? 

A. —Lands taken up for non-agriculturai purposes are dealt with in the way 
I have stated in my answer. According to the present practice they would 
be treated as assessable land and be assessed at agricultural rates. 

Q .—Would it not be practicable for a man to get a big profit out of turning 
it into a brick-kiln and get exempted for the next 30 years ? 

A ,—No, not according to the present practice, 
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The Upper India Chamber of Commerce, Cawnpore, 

Q. 2 .—The estimates of the wealth of the country given in Annexure B 
.indicate such a disparity in the figures as to be unreliable. 

Q. 3 .—It is considered that figures cannot be obtained in India correspond¬ 
ing to those available in other countries on which it would be possible to base 
estimates of national income. 

Q. No suggestions are offered. No reliable statistics would be avail¬ 
able without special legislation compelling their compilation. Even then 
enormously heavy expense would be involved, entirely incommensurate with 
results and there would be grave fear of such legislation offending religious 
and racial prejudices. 

Q . 5 .—The taking of a census of production is opposed. Ap .y such census 
would soon be out of date and it would be necessary to commence another 
before the first was finished. • 

Q. 7.—Estimates such as are „ ref erred to would have no value save for 
comparison with a previous estimate. 

Q. 12. —The Chamber has no information as to revenue derivable from 
forests, other than sales of produce. It appears, prima facie , that such 
revenue does not come within the definition of a tax. 

Q. 13. —The endeavour should be to secure a commercial return, subject to 
the protection of private enterprise. There would be no element of taxation 
in such a case but if a monopoly profit was sought there would be ap element 
of taxation in the proposal. 

Q. Ilf ..—There does not appear to be any element of taxation in the revenue 
derived from any of the sources mentioned in this question. 

Q. IS .—The reply is in the negative. 

Q. 19. —Taxes imposed solely for expenditure on the needs of particular 
localities should not be considered as affecting the general incidence of taxation. 

Q. 20. —The reply to the first portion of the question is in the affirmative. 
The second portion is avoided. 

Q. 23. —The Chamber is in agreement with the statement quoted. 

Q. 2 —A tax on entertainments would produce a general irritation entirely 
out of proportion to the small financial return from such, a tax. A tax on 
railway tickets would be entirely objectionable. 

Q. 25 .—The reply to the first portion is in the negative. The second 
portion is avoided. 

Q. 26. —Speaking generally the present scheme of taxation is equitable and • 
in accordance with economic principles. 

Q. 27.— Yes. 

Q. 28.— Yes. 

Q. 29. —So far as is possible taxation should be indirect but direct taxation 
is not entirely avoidable. 

Q . 30. —All the forms of taxation suggested in this question are objectionable. 

Q. 31. —Of the 4 taxes mentioned, No. 3, the chaukidari tax is acceptable, 
Nos. 2 and 4 are objectionable, No. 1 is unknown to the Chamber. 

Q. 32. —It is not possible to answer this question in its present general 
form. Some of the taxes mentioned in the question are objectionable in more 
or less degree and all cannot, therefore, be treated alike. 


Q, 33 .—The Chamber is opposed to an increase in the rate of income-tax. 


Q. 8 £.—In general it is considered that the 
the income-tax is satisfactory. 


present scheme of graduation of 
2 L 
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Q . 36 .—The proposal is not practicable. 

Q. 37 .—The Chamber is strongly of opinion that the Indian super-tax on 
Companies should be abolished. If, however, it is not, for reasons of revenue,, 
possible to abolish this tax then individuals, should be entitled to relief from 
super-tax on the same basis as they are from income-tax paid by Companies 
on dividends; 

Q. jp ,—The majority opinion in the Chamber is that the present limit of 
exemption is too high. 

Q. £1 .—The introduction of a centralised and more efficient system of income- 
tax control has undoubtedly effected a very great impiovement, but there is 
fetill much room for further improvement. 

Q. —The proposal conveyed by this question is nqf. practicable. 

Q. 43 .—None of the methods indicated in this question is suitable to India. 

Q. —No steps should be taken to discourage the issue of tax-free 
securities. 

Q . £5 .—Bearer securities should not be tax-free and in order to ensure* 
that the tax on such securities is obtained it should be deducted at source 
at the maximum rate. 

A special stamp duty would not help or prevent evasion. It is, however, 
recognised that bearer certificates could be utilised for evading the maximum’ 
liability of taxation. 

Q. Jf!6 .—The reply is in the negative. 

Q. jft .—The Chamber would prefer an assessment, as in England, on a three 
years* average. 

Q. %9 .—The Chamber is opposed to an excise duty on goods manufactured 
in the country, save in the case of certain articles of, pure luxury, such as, 
tobacco. An excise duty on a natural product such as salt is defensible. 

Q . 50. —A graduation such as is suggested is practicable if within reason. 
An ad valorem tax would effect this purpose. 

Q. 51.— Yes. 

Q. 52. —Yes. 

Q. 53. —The tax, as at present imposed, is low. 

Q . 61 .—The Chamber does not anticipate the introduction of a policy of 
total prohibition, either generally or in particular. 

Q. 63. —Experience has shown, and particularly during the last few years, 
in these provinces, that attempts to reduce the consumption of reasonably 
wholesome intoxicants by raising the cost of such intoxicants have defeated 
themselves by leading to the extension of the illicit manufacture and sale of 
intoxicants and deleterious drugs. 

Q. 6If .—For the reasons stated above, the policy followed in the United 
Provinces has failed. 

Q. 65 .—It is practicable to introduce a uniform rate. 

Q. 66. —Yes. 

Q. 67.— No. 

Q. 68.— No. 

Q. 78. —Considered purely from a revenue point of view all articles imported 
should be taxed, but there should be special exemptions in favour of articles 
whose importation benefits the country, or which, on import, tend to improve 
the internal revenue producing capacity of the country. 

Q. 82 . —Yes, cotton, when exported to countries outside the British Empire.. 

Q. 81f .—In some instances the system of tariff valuation in force when the 
questionnaire was framed was working satisfactorily but in others it was not,, 
for example, in the case of sugar. In this instance, however, the system haa 
since been changed. 
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Q. 85 .—While not actually prepared to criticise the system of appraisement 
the Chamber desires definitely to confirm the Resolution adopted at the last 
meeting of the Associated Chambers of Commerce on the motion of the Bengal 
Chamber, and which reads :— 

“This Association recommends that in .view of the heavy import duties 
which now prevail an immediate investigation should be made intb 
the Customs Department with a view to the employment of ft 
more highly qualified staff.’* 

Q. 87 .—None of the taxes mentioned in* Annexure K is approved. 

Q. 89 .—Stamp fees or Court-fees on judicial proceedings should be sucl^ as 
fully to cover the charges enumerated in the question and should also be 
devised with a view to impose a check on unnecessary litigation. 

Q. 90. —No. 

Q. 91 .—It is believed that evasion obtains to some extent but a remedy 
cannot be suggested. 

Q, £ 5 .—An entertainment tax is vexatious and the revenue it brings in is 
not commensurate with the objections to the tax. 

Q8. 106 to 118. —Ix>cal taxation in these provinces, in its municipal aspect, 
was fully enquired into by the Municipal Taxation Committee, United Pro* 
vinces, in 1908 and 1909. It is suggested that the Report of that Committe# 
might be considered now, with advantage, by the Indian Taxation Committee 
as conditions have not altered to any great extent. 

Q. 121 .—The Chamber agrees with the statement quoted. 

Q*- 122 and 128 .—The Chamber prefers the levy of a tax on tobacco by 
imposing an acreage duty on cultivation. 


GIPb-L 22 DO—80-10-26—800. 



